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To assure proper application of its insulating 

aterials, Johns-Manville recommends the engi- 
eering skill and expert workmanship of organi- 
rations especially set up for this work. In some 
reas the groups are Johns-Manville’s own con- 
truction forces. In others, they are J-M Technical 
Bervice Units—contracting companies carefully se- 
ected for their integrity and background in this 


OHNS-MANVILLE 7,31 


... their skill is your protection aga 
the pitfalls of poorly applied insula 


ITFALLS in insulation application are many 

—and costly. Costly in money through wasted 
fuel...costly in operating efficiency through in- 
adequate heat control. 


field. Each of these organizations is respon 
handling all details of an insulation job 
plete carry-through from planning to appl 

Through generations of research, 
Manville has developed a line of insulatie 
spans the entire range of industrial tempé 
and fits every service requirement. 

** 2 2 

If you have an insulation problem, 
why not call on J-M for the solution? 
Write Johns-Manville, 22 East 40th St., 
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New York 16, N. Y. 
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Descriptive folders sup- 
plied free for your trade. 
Write for Catalog and 
Prices on Barber Conver- 
sion and Appliance Burn- 
ers and Regulators. 


THE BARBER GAS 


Control 


= Gas 
Economy 





OW as never before, gas 

fuel of any type must be 
conserved. All consumers, appliance manufacturers and 
public service corporations are under strict obligation to 
secure top efficiency and economy from their gas-burning 
appliances. 

One effective means of accomplishing this is by the use 
of a reliable gas pressure regulator on furnaces, boilers, 
water heaters, kitchen ranges, and other home and indus- 
trial appliances. On a control device so strategic as a regu- 
lator, complete dependability is a necessity. On Barber 
Regulators the bodies, working parts, springs and diaphragms 
are the finest obtainable. Unusually sensitive reaction to 
pressure drop is assured. The appearance of these regu- 
lators harmonizes with modern streamline equipment. 

The use of Barber Regulators on appliances you sell, 
make, or sponsor, is not only evidence of quality equipment, 
but also a symbol of your compliance with our national con- 
servation program. 


BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


BARBER eacssuce REGULATORS 


Barber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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... the pipe 
wrench with 


the money-saving ( 
GUARANTEE! 


Stent at 


If this Housing ever 
Breaks or Distorts we 
will replace it Free 


COPR. 1937 
THE RIDGE TOOL CO, 
ELYRIA, O. 











* That straight-forward 
guarantee means that 
th RIGID saves 
you all bother and ex- 
pense of wrench hous- 
ing repairs — an im- 
portant saving. But this 
unusual wrench {gives 
you also _ full-floating 
hookjaw and replace- 
able heeljaw that take 
hold instantly, won't 
lock on pipe, won’t slip. 
Adjusting nut in open 
housing always spins 
easily. Safe powerful I- 
beam handle has com- 
fort-grip you'll like. For 
economy and_ easier 
work, ask your Supply 
House for the 
RIEAID. 





* WORK-SAVER PIPE TOOLS * 


THE RIDGE TOOL COMPANY - ELYRIA, OHIO, U.S. A. 
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Pages with the Editors 


penne years in the life span of a single 
generation of business or professional 
association is a considerable period for any un- 
dertaking. The publishing effort of Public 
Utilities Reports has been going on for that 
period, and this issue commemorates the anni- 
versary. 


Despite the recognition which “PUR” has 
won from bench and bar, and from other pro- 
fessional specialists in the field of utility regu- 
lation, it would not be realistic to assume that 
many of our readers would know, offhand, that 
we had been in business for thirty years, if it 
were not called to their attention. And inas- 
much as a publication’s commemoration of an 
anniversary comes close to “throwing a party” 
for one’s self, perhaps it is in order to give a 
brief outline of the genesis of PUR, starting 
with its reporting system in 1915. 


THE opening article in this issue, by HENRY 
C. Spurr of Rochester, New York, editor in 
chief of all PUR publications, sets forth the 
background of the regulatory picture upon 
which the PUR publication effort has been con- 
tinuously projected for the past thirty years. 
The first volume of PUR, published in 1915, 
carried the name of Henry C. Spurr as spe- 
cial editor in charge, and A. S. Hills, formerly 


Cc. W. KELLOGG 


Postwar public service by the electric industry 
will be truly a service to the public. 


(See Pace 19) 
JULY 5, 1945 


E. HOLLEY POE 


Sound utilization and good conservation are 
the same for the gas industry. 


(See Pace 25) 


of the legal department of the American Tele- 
phone and Telegraph Company, as special legal 
analyst. PUR has been favored through the 
years in having these two “charter members” 
of the editorial board continve in the active 
direction of its work. Mr. Spurr, as already 
mentioned, has for many years been the edi- 
tor in chief, while A. S. Hills, for many years 
general manager of Public Utilities Reports, 
Inc., is today its vice president in charge of 
the Washington office. 


* 


¢ auemenes this “pearl” anniversary, 

we are privileged to present in this issue 
articles by outstandirig spokesmen for the state 
commissions and for the three branches of the 
public utility family. 


In behalf of the state commissions we have 
a forward-looking article from the pen of none 
other than the president of the National Asso- 
ciation of Railroad and Utilities Commission- 
ers, JouNn D. Biccs. more familiarly known to 
his many friends as Jupce Biccs. Born in Bond 
county, Illinois, in 1888, Jupce Biccs attended 
school and college in Greenville, Illinois, and 
graduated from Whipple Academy in Jack- 
sonville, Illinois, in 1907, as well as the Uni- 
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iley Unit at West Junction 
xceeds guarantee 





ctual Efficiency 


Houston Lighting and Power Company re- 
tly installed a 400,000 Ibs./hr. Riley Steam 
erating Unit, 1000 Ibs. drum design pressure, 

10°F. total steam temperature. The unit when 

















producing 419,027 pounds of steam per hoer 
bperates at an efficiency of 83.55% @&h 
buaranteed efficiency was only 8].9¢. 


Houston Lighting and Power 
Co. operates two additional Riley 
Units at Gable Street. 
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R ¢ i  D AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 


STOKER CORPORATION, WORCESTER, MASS. STEEL-CLAD INSULATED SETTINGS - FLUE GAS SCRUBBERS 
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8 PAGES WITH THE EDITORS (Continued) 


versity of Illinois College of Law in 1911 with 
the degree of LLB. He served as city attorney 
in Greenville and state’s attorney in Bond 
county before being elected county judge in 
1922, a post he held for nearly twenty years 
before his appointment to be the chairman of 
the. Illinois Commerce Commission in April, 
1941. He was elected to the presidency of the 
National Association of Railroad and Utilities 
Commissioners at its annual convention in 
Omaha, Nebraska, in 1944. 


* 


W. KeLLocc, whose article on the out- 
e look for the electric industry begins on 
page 19, has served since June, 1936 as presi- 
dent of the Edison Electric Institute. He is a 
graduate of the Massachusetts Institute of 
Technology (’03) and was for many years 
identified with the Stone & Webster organ- 
ization, being elected in 1934 to the chairman- 
ship of the board of Engineers Public Service. 
He had previously served as president of Engi- 
neers Public Service since shortly after its for- 
mation in 1925. 


* 


—— Stratton McHucGu, whose article 
on the postwar job of the Bell system 
begins on page 33, is an outstanding example 
of Bell system men who have spent their en- 
tire professional careers in the telephone busi- 
ness. The son of a country doctor, Mr. Mc- 
HuGu was born at Fort Collins, Colorado, in 
1895 and after primary education in that state 
graduated from the University of Wisconsin 
(BS ’17). He served overseas in World War I 
as an Army Captain and when he was twenty- 
four years old began his Bell system career as 
a clerk in the New York office of the AT&T 
in 1919. At twenty-six he had risen to general 
commercial manager of the Chesapeake & 





KEITH MCHUGH 


The Bell system is set to go full speed ahead 
on postwar plans. 


(See Pace 33) 
JULY 5, 1945 





JOHN D. BIGGS 


Postwar state regulation must be free of either 
domination or intimidation. 


(Sree Pace 12) 


Potomac Telephone Company in Washington, 
D. C., and by thirty-four had become vice 
president of the New York Telephone Com- 
pany. Shortly after he returned to the mother 
company where he was elevated to his present 
position of vice president of the AT&T in 1938. 


¥ 


Hotiey Por, whose article on the regula- 
e tory problems of the gas industry be- 
gins on page 25, will be readily recalled for his 
distinguished wartime service as director of 
the natural gas and natural gasoline division 
of the Petroleum Administration for War, a 
post which he held from June, 1942, until 
October, 1943, when Secretary of Interior 
Harold L. Ickes appointed him executive vice 
president of Petroleum Reserves Corporation 
He resigned from this position in 1944 to open 
his own consulting offices in New York, Wash- 
ington, D. C., and Chicago. Mr. Poe comes 
from the oil and gas country, being a native 
of Oklahoma, and his entire business career 
has been spent in some phase or other of the 
oil and gas industries. From 1937 until he went 
to Washington to become Secretary Ickes, 
chief aide regarding natural gas matters, Mr. 
Por was head of the natural gas section of 
the American Gas Association. 


. 


MPORTANT decisions reprinted from Public 
I Utilities Reports may be found in the back 
of this number. 


THE next number of this magazine will be 
out July 19th. 


Thee Cchitpea 
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ULCAN AUTOMATIC VALVED SOOT BLOWERS 


THE VULCAN AUTOMATIC VALVED HEAD, MODEL LG-2, was devel: 
some 12 years ago as a result of an exhaustive study of existing soot blower heads and their 
capability of meeting the new and severe conditions about to be imposed on them by the 
modern high pressure boiler. A new design, breaking tradition with the old-fashioned 
low pressure heeds, was indicated and the LG-2 head was d igned with the following 
features in mi 



































(1) A heed uni | in its applicati 

(2) A head economical in steam (or air) consumption 
(3) A head easy to install 

(4) A head easy and simple to operate 

(5) A head low in maintenance and easy to service 








The use of a pilot for operating the valve in the head proved to be the key to the 
required design and marked a radical departure from the traditional head of low pressure 
days. A single chain operating through a gear reduction revolves the element and, by 
means of stops et the end of the blowing arc, moves the pilot to open and close the valve 
in the heed. 

This design makes the LG-2 heed universal in its application. The pilot operated valve 
permits the head not only to be used on low pressures but also on pressures up to 15! 
pounds. Opening the valve in the head against high pressure, the bug-a-boo of most 
soot blower heads, is no problem with the Vulcan Reed as the steam pressure does the 
job, the operator merely having to move the small pilot valve. 

Operators prefer the LG-2 head after using other heads because of its simple and easy 
operation. The enclosed cut steel gear and alloy pinion, the self lubricated special shalt 
bearings, and the enclosed ball bearing taking the steam thrust as well as the radial load 
all make for frictionless operation. Element binding and warping are prevented by the 
underarm support which balances the weight of the Reed and piping against an adjustable 
Gaver Ramses eb Wille spring, without any cantilever effect on the element end permits the element to float inside 

Gusts Qiensed the wall sleeve. A ball and po po sae in the sleeve prevents element strains by allowing 
= oo relative motion of the setting and element and, at the same time, keeps the setting tight. 

The interests of the contractor and boiler erector have not been overlooked in the 
design of the LG-2 head. It is, perhaps, the easiest head to install. Because of the flanged 


Write for New Catalog connection between the element and the head, the assembly of these parts in the field 1s 


relatively simple 


VULCAN SOOT BLOWER CORPORATION 





Du Bois, Penna. 
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ee te n d i n | ft h ee Remington Rand is proud of its con- 


tribution to the present efficiency of 


@ 
ita ar te ries of public utilities, through its business 
1 nat i on a ft war machines, record systems and office 


supplies, together with the expert 


ike doctors in the night, the public technical advice of specialists skilled 


tility Doctors of Communication 
heed the urgent call. The arteries of 
ommunication of a nation at war 


in accounting, bookkeeping, tabulat- 
ing, control systems, and general office 
methods. Our assistance is now, as al- 
must be maintained. No interruption, ways, available to all public utility 


bo failure for the messages which executives faced with mounting office 


will move Pearl Harbor to Tokyo. work and a shrunken office staff. 


Pause a moment in tribute to these xkkekekrk 
nsung heroes who despite 


shortages in manpower and e » 
material have kept and are Re Kand 
keeping the blood of comimu- 


nication flowing for Victory. NEW YORK 10, N. Y. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MONTAIGNE 





“Full employment in the future is only a hope and 
a prayer—but a realizable hope and an energetic prayer.” 
- 


“IT hope that a national economy free of depression will 
enable our government to draw a line limiting its. own 
activities, and say to business management, ‘Beyond this 
line we will not go.’” 


* 


“Never in our history has so much been said in praise 
of free competitive enterprise. Yet never in our history 
has there been a greater concentration of economic power 
in a few hands.” 


“We Americans recognize the principle that economic 
causes underlie almost every diplomatic and military clash. 
But we have not yet fully accepted the inevitable conclu- 
sion that our economic isolationism could be as perilous 
as political isolationism.” 


* 


“Small business injects into the blood stream of indus- 
try and commerce the health-giving properties of free 
competition. Free competition is the great regulatory 
agency which ideally causes industry and trade to adapt 
themselves to social purpose.” 


> 


“They [existing Federal tax laws] are not only complex 
and ponderous in language and provisions, they keep 
changing, as witness twenty-four major tax enactments 
in the thirty-two years we have had a Federal income tax 
law, with at least one and sometimes two such laws in 
each of the last twelve years,” 


> 


“We can look for a large decrease in the wartime in- 
dustrial power consumption of 171,000,000,000 kilowatt 
hours annually immediately following the end of the war. 
But within one or two years the demand will build up to 
about 147,000,000,000 kilowatt hours per year as compared 
to the 1939 prewar demand of 82,000,000,000 kilowatt 
hours.” 


12 
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e « e The Best Machines 


Deserve the Best Service 


It is only natural that users who selected Burroughs 
machines for fine construction and fine performance 
look to Burroughs for the finest mechanical service. 


Years ago, in recognition of the fact that no machine— 
however superior in design and construction—can be 
any better than the mechanical service provided for it, 
Burroughs formulated a realistic service policy: The best 
machines deserve the best service. 


The result is today’s highly-trained, experienced service 

organization, whose intimate knowledge of Burroughs 

construction, adjustment and operation is helping more 

users than ever before to keep their Burroughs machines 

at peak operating efficiency. 

Burroughs service is available to the user under either 

of two plans: (1) a Burroughs Service Agreement at a f * 
predetermined, moderate annual cost; or (2) service 

when requested, at a moderate charge for each service ou hs 
as rendered. All work is guaranteed by Burroughs. 

In these times—when good service is so very important IN MACHINES 

and generally most difficult to get —Burroughs mechanical IN COUNSEL 

service is unequaled for efficiency and dependability. © IN SERVICE 


BURROUGHS ADDING MACHINE CO. « DETROIT 32 


FIGURING, ACCOUNTING AND STATISTICAL MACHINES” »* NATLONWIDE MAINTENANCE SERVICE + JSINESS MACHINE 
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14 REMARKABLE REMARKS—( Continued) 


» EpIToriAL STATEMENT 
Monthly letter, National City Bank 
of New York. 


Jutius A, Kruc 
Chairman, War Production Board. 


Frep M, Vinson 
Director, War Mobilization and 
Reconversion. 


Roy DapIsMAN 
Manager, market development 
division, American Rolling 
Mill Company. 


ArtHur H. VANDENBERG 
U. S. Senator from Michigan. 


‘J. CAMERON THOMSON 
Chairman, United States Chamber 
of Commerce Committee on 
Economic Policy. 


Irvine S. Oxps 
Chairman, United States Steel 
Corporation. 
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“The corporate excess profits tax has no rightful per- 
manent place in a private enterprise economy. It penalizes 
rather than rewards success. It discourages efficiency and 
efforts to control costs, and hits especially the new and 
rapidly growing concerns and industries.” 


“If we were to attempt in Washington to see that every 
manufacturer, wholesaler, or retailer got his exact share 
of released man power or materials, we should be lost in 
a myriad of rules and regulations. We should get in the 
way of reconversion rather than speed it.” 


* 


“History shows us that business, labor, and agriculture 
cannot in themselves assure the maintenance of high levels 
of production and employment. The government, acting on 
behalf of all the people, must assume-this responsibility 
and take measures broad enough to meet the issues.” 


» 


“The ability of business to reach and maintain high 
levels of activity after the war will depend to a large 
extent upon effective marketing. Up to the present time 
production has received the lion’s share of scientific re- 
search and development. In the future a change in em- 
phasis will be necessary.” 


* 


“Unity does not require universal and peremptory agree- 
ment about everything. . . . The unity I discuss is the 
over-all tie which must continue to bind the United Na- 
tions together in respect to paramount fundamentals, We 
had it once in the original spirit of the Atlantic Charter, 
and we must get it back again before it is too late.” 


. there miust be proper balance between control and | 
consent, between regulation and voluntary action. Without ~ 
regulations and rules we would have chaos and ineffective- 
ness; without consent and voluntary decisions we would 
have regimentation and totalitarianism. While the dividing 
line between these opposing concepts cannot be fixed once 
and for all, we will retain a free society only if we maxi- 
mize consent and voluntary decision.” 


> 


“Through the adoption of the compulsory [wage] guar- 
anty a definite step might be taken in the direction of an — 
enforced planned economy, under which the government 
might eventually have to dictate who works for whom. — 
To go a step further, under such an enforced system the 
government might eventually have to decide what is to 
be produced-and at what price. Under such a system the © 
government might eventually have to decide what con- 
sumers should buy.” 











One hundred percent cooperation with the War Effort 


has found R&IE with parallel lines of War Production. 


Diversified facilities in production skill and equipment 
prompted R&IE to seek and obtain diversified problems 
es a subcontractor of war materials. 


This plan of operation has greatly benefited both the 
many Prime Contractors and the R&IE organization itself. 
It has served to maintain a flexibility and adaptability 
of shop facilities. It has also served to provide ex- 


RAILWAY AND 





PARALLEL LINES O 
WAR PRODUCTIO 


perience with new and strange materials, and h 
furnished an appreciation for a somewhat finer grade 
workmanship that was generally maintained before. 


Along with direct war production, R&IE has continual 
built switching equipment for the expanding elec 
industry. 

This war time production experience is important to y 
of the Electrical industry in that it has further improv 
the ability of R&IE to produce even better post-w 
switching equipment. 


INDUSTRIAL ENGINEERING CO, GREENSBURG, PA 


in Concdo—Eastern Power Devices, Ltd., Toronto. 





RODUCTION OF SWITCHING EQUIPMENT FOR WAR ENERG 
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IN F ALLIBLE CONTROL— a Nordstrom responsibility 


"Sealdport" lubrication insures easy 
turning, positive seal, seat protection, 
resistance against corrosion and erosion. 


NORDSTROM LUBRICATED VALVES 


MERCO NORDSTROM VALVE COMPANY 
A Subsidiary of Pittsburgh Equitable Meter Co. 


Main Offices: 400 Lexington Ave., Pittsburgh 8, Penna. Branches: Atlanta, Boston, Chicago, Houston, Kansas City, Los Am 
geles, New York, Oakland, San Francisco, Seattle, Tulsa. 
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WE'RE NOT CRYSTAL-GAZERS 


But we do foresee a great future for the gas industry. 
And we’re showing our faith in a concrete way—by an- 
nouncing a five million dollar plant expansion for the 


year 1945. 


The reason for our confidence? The fact that our 
American business system under proper regulation has 
proved itself conclusively to our people as being the 
most efficient way of securing top production without 
sacrifice to the happiness and prosperity of individuals. 


So we intend to do our part by seeing that good busi- 
ness management and sound financing continue at the 
service of the public—bringing opportunities for new 
improvements in home comfort and convenience. 


We’re glad to make this statement on the Thirtieth 


? 


Anniversary of “Public Utilities Fortnightly,” a pub- 


lication which has done so much to widen the under- 
standing of free enterprise. 


THE BROOKLYN UNION GAS COMPANY 


176 REMSEN ST., BROOKLYN 2, N. Y. TRiangle 5-7500 


HANDY NBIGHBORHOOD OFFICES THROUGHOUT BROOKLYN AND QUEENS 


BUY AT LEAST ONE EXTRA $100 WAR BOND! 
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C-E ae ees OE 
ui tangenti: f- 
i with C-E Vertically Ad- 
j le Burners. Colored 
show diagrammatic- 

ally how the.position of the 
flame body can be controlled. 
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* URBULENCE — the most important factor in 

obtaining complete and rapid combustion in a 
pulverized fuel fired furnace — is most effectively 
achieved by the impingement of flame streams 
upon one another. 

Tangential (or corner) firing, to a much greater 
extent than any other method, produces this ideal 
condition in a furnace. Intensive mixing occurs 
which facilitates the combination of combustible 
and oxygen and promotes rapid and complete 
combustion. At the same time a rotative or cyclonic 
motion is imparted to the flame body which: 


1. Results in a longer flame travel. 


2. Causes the hot gases. to spread out 
and fill the furnace. 


3. Provides a sweeping action that 
assures effective contact of the gases 
with all furnace wall-surfaces. 


These effects assure ample time for flame propaga- 
tion with efficient combustion and low carbon 
loss, complete utilization of furnace volume and 
effective transfer of heat to the water walls by 
convection as well as by radiation. Collectively 
they account for the higher heat transfer rates and 
lower furnace exit gas temperatures which char- 
acterize the tangentially fired furnace. 

When to these basi¢ advantages of tangential 
firing is added the ability to direct and control 
the position of the flame, body within the furnace, 
other equally important results are achieved. By 


IMPORTANT 
ADVANTAGES 





his flame zone roughly as indicated by the illus- 
tration at the left. Thus adjustable burners pro- 
vide, in effect, an “adjustable furnace” in that the 
furnace volume and furnace absorption surfaces 
can be adjusted to the requirements of any grade 
of coal delivered to the plant, Actual operating 
experience has demonstrated that this feature is 
responsible for several very desirable effects among 
which the following are the more important: 


(1) The temperature at the top of 
the furnace can be varied from 
100 to 150 degrees and by this 
means a primary control of steam 
temperature is obtained. 


(2) Water wall surface may be em- 
ployed most effectively for vari- 
ous conditions of operation by 

" the ability to bring more or less 
of it into the active zone at will. 


(3) The ability to vary furnace exit 
gas temperatures permits substan- 
tial control over slaging condi- 
tions by providing a means of 
preventing the ash leaving the 
furnace from reaching the plastic 
stage. 


Thus the combination of. tangential firing and 
vertically adjustable burners not only provides all 
of the requisites for efficient combustion and heat 


fir- means of vertically adjustable nozzles, operated by absorption but also aids materially in meeting the 
— remote control, the operator can raise or lower difficult problem of controlling steam temperature. 
= A876-A 
ed. 












COMBUSTION ay ENGINEERING. 


200 MADISON AVE. NEW YORK 16, N. Y.: 


C-£ PRODUCTS INCLUDE ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL SYSTEMS AND STOKERS; 
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MILLIONS 
























































The New Bedford Gas and Edison Light Company and the Staten Island Edison Cor- 
poration have each ordered two steam generating units as shown—Pulverized Coal 
Fired, 950 Ib. per sq. in. pressure, and 910 deg. F. final steam temperature. 


FOSTER WHEELER CORPORATION @ 165 BROADWAY, NEW YORK 6, N. 
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Ri TWO WAR JOBS IN ONE 


Rendering Electric Service 


And Collecting War Taxes 
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OPERATING AND MAINTENANCE EXPENSES 








LOCAL AND STATE TAXES + 
INTEREST AND DEPRECIATION 
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THE HARTFORD ELECTRIC LIGHT COMPANY 
CONNECTICUT 


Wig HARTFORD 
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OKLAHOMA WORKS FOR VICTORY 





Oklahoma’s natural re- 
sources are contributing 
richly to the military power 
that is smashing our enemies 
all over the world. Her agri- 
culture and industry are pro- 


ducing mightily for war. NATURAL GAS IS 
Natural Gas, one of Oklahoma’s great- DOING ITS PART 


est resources, is playing a vital part in 
Oklahoma's contribution to the war 
effort. it will continue long after the 
war to aid in the peacetime develop- 
ment of Oklahoma as a place of oppor- 
tunity to which our boys may return 
and enjoy the freedoms they are fight- 
ing so valiantly to preserve. 


OKLAHOMA NATURAL 
Gas Company 


2 WELDING CABLES : 
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RMORED CABLE - RUBBER POWER CABLES - VARNISHED CAMBRIC CABLES 


CRESCENT 
IMPERVEX 
TRENCH 
CABLE 


vE 2 ABLE—Type RR—provides 
: nt, “underground circuit sasaprias 


; Wes, etc. Furnished in sizes #14 to #4/0 A.W.G., two, 
Hour conductors. Our Engineering Department will be glad 
to recommend a cable best suited to your needs. 


, CRESCENT INSULATED WIRE & CABLE CO. 
TRENTON, N. J. 


CRESCENT @& 
ZF WIRE and CABLE SS 


UILDING WIRE + IMPERIAL NEOPRENE JACKETED PORTABLE CABLE 


be 
= 
= 
z 
>» 
a 
°o 
: 
o 
cs 
~ 
* 
1 ~] 
= 
2 
o 
e 
rs 
~ 
: ~ 
= 
« 
0 
7 
= 
t 
th 
x 
' > 
_ 
@ 
>» 
* 
e 
os 
ue 
od 
z 
ot 
= 
° 
6 
a 
— 
s 
~~ 
a 
we 
= 
Cal 
be) 
if 
°o 
8 
i-] 
a 
> 
LJ 
- 
” 
cy 


BSWELDING CABLES 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 














Because you get maximum sulphur removal per 
pound of oxide. Lavino Activated Oxide is 
made especially for maximum activity and 
capacity, maximum trace removal and shock 
resistance. Comparing cost, performance and 
savings, we believe Lavino Activated Oxide has 
no close rival. 


For more information about its remarkable 
record, just write a note on your letterhead to 


E. J. LAVINO AND COMPANY 
1528 Walnut St., Philadelphia 2, Pa. 








DAVBY TREE TRIMMING SERVICE 


1846 


JOHN DAVEY 


Founder of Tree Surgery 


DAVEY 


TREE TRIMMING 
FOR 


LINE CLEARANCE 


Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 





Why dig through a 
PILE 
of Catalogs? 


Findthe 
Fitting = 

you need, 

quickly— 


in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 
large range es conductor sizes; 
with 1, 2, 3, 4 or more bolts. 


L-M Elbows, with eupvention, units 
iving a dependable grip on both con- 
uctors. Also Straight Connectors and 


Tees with same con- 
tact units. 


Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 


Clamp Type Straight Connectors 
and Reducers, Elbows, Tees, Ter- 
minals, Stud Connectors, etc. 


Jack-Knife connectors for simple 
and easy disconnection of mo- 
tor leads, etc. Spring action— 
self locking. 


Vi-Tite Terminals for quick 
installation and easy taping. 
Also sleeve type _ terminals, 
screw type, shrink fit, etc. etc. 


a Sleeves, Figure 8 and Oval, seamless tub- 
ing—also split tinned sleeves. High conductivity 
copper; close dimensions. 

Preferred by the largest utilities and 
electrical mariufacturers—because they 
have found that “Penn-Union” on =z fit- 
ting is their best guarantee of Depe da- 
bility. Write for Catalog. 


PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Jobbers 


PENRN- TTT TT] 


[ONDUCTOR FITTiIinG Ss 
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\ OST WAR INDUSTRIAL OPPORTUNITIES 
INT TO | : 











An abundance of varied raw 
material is right at the front 
door of your industrial location in Florida. 


lorida’s soil teems with valuable minerals in 

mportant quantities, to match its crop fertility. : 

dded to Florida's strategic location as regards >. * In Florida’s soil and beaches are 
markets— local, national and international— these _ = found such commercially valuable 
factors show why the post war manufacturer who = SS minerals as- 


locates in Florida may well strike “pay dirt.” Fuller's Earth, Zircon, (Zi saad, 
Limitless opportunity in endless variety promises ~ ns Silica (Glass Sand), Titanium, Pot- 
well to the builders of Florida's Industrial Empire . 3 sy tery Clay (common clay), Brick Clay 
Transportation maps reveal Florida’s nearness by : | es (common clay), Earthenware Clay, 
land, sea and air, to vast markets. Investigation ¥ Kaolin, Limestone, Flint, Rutile, 
will prove its richness in raw materials, abun- : Ilmenite, Limonitic Sands (bog iron 
dance of its electric power and sufficiency of its , ore), Diatomete and Phosphate. And 
labor supply. ‘ im ~ in addition to these, Florida offers 
Profi nig, I 7 we naval stores, fiber plants, cultivated 
rotit possibilities in Florida manufacture aersi and wild (ramie); tung oil and other 
merit your careful and immediate atten- 4 pee ils: d pulp (South 
tion. For abstracts of available informa- eee ayInG CER; VOCS Paw Sanese 
om on specific resources, contact the _ pines); hides (for leather tanning). 
ndustrial Development Department of , « 259, 3 : : . 
lorida Power & Light » ces nt y,*Miami, we Florida's : industrial empire awarts 
lorida. your participation. 


GHT COMPANY : } 
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A A Foblem in Multiplication 











(, 


ZA 


Tene the case of John Smith, average 
American: 

For over three years now, he’s been 
buying War Bonds. Putting away a good 
chunk of his earnings, regularly. 

He’s accumulating money. 

Now suppose everybody in the Payroll 
Plan does what John Smith is doing. 
Suppose you multiply John Smith by 
26 million. 

What do you get? 

Why—-you get a whole country that’s 
just like John Smith! A solid, strong, 
healthy, prosperous America where every- 


? 


16,000,000 = 7 
A» 





body can work and earn and live in peace 
and comfort when this war is done. 

For a country can’t help being, as a 
whole, just what its people*are individu- 
ally! 

If enough John Smiths are sound— 
their country’s got to be! 

The kind of future that America will 
have—that you and your family will 
have—is in your hands. 

Right now, you have a grip on a won- 
derful future. Don’t let loose of it for a 
second. 

Hang onto your War Bonds! 


BUY ALL THE BONDS YOU CAN..> 
KEEP ALL THE BONDS You BUY 


SOUTHERN UNION GAS COMPANY 


DALLAS, TEXAS 


This is an official U. S. Treasury advertisement—prepared under auspices of Treasury Department 
and War Advertising Council 
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BA ELECTRICITY 
and FIRE INSURANCE 


TWO NOTABLE EXCEPTIONS TO THE GENERAL TREND 

















Yes, your industry and ours share the unusual distinction of steadily 
reducing costs to the consumer, over a long period. 

Since 1913, the National Average cost of residential electric 
service has been reduced almost 59%. 
7 in the same period, the average cost of Fire Insurance has been 
reduced by more than 40%, regardless of fluctuating fire loss 
il ratios, which are now heading upward. 
ill The Electric Light and Power Companies of America and the 
Capital Stock Fire Insurance Companies of America are two out- 
J standing examples of business enterprises which reduce the cost to 
the consumer while improving service. 

We amend our famous poster to say Nearly Everything Costs 
more today, except Electricity and Fire Insurance. 


INSURANCE COMPANY OF 


NORTH AMERICA 
COMPANIES, (Ahilacllphia 








INSURANCE COMPANY OF NORTH AMERICA INDEMNITY INSURANCE COMPANY OF NORTH AMERICA 
THE INSURANCE COMPANY OF PHILADELPHIA NATIONAL SECURITY INSURANCE COMPANY 
4 CENTRAL INSURANCE COMPANY OF BALTIMORE PHILADELPHIA FIRE AND MARINE INSURANCE COMPANY 


Head Office: 1600 Arch Street, Philadelphia 1, Pa.. © Service Offices throughout America + Agents everywhere 





EEP AMERICA BUSY — GIVE A RETURNED VETERAN A JOB! 
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‘ oN | COMPRESSED AIR JOB 
REQUIGING MOBILITY. 


iets Meiers, Pay 


ALL THIS 
SPACE FOR 
§ CARGO... 


meee? 
. 
. 


ooo? 


. 
BLL Pt ae 


The Davey Air-Aristocrat—the famous portable compressed-air 
unit mounted on a trailer—has its place on day-in and day-out 
construction jobs. 


But on the short jobs, where maximum mobility means greatest 
efficiency, the Davey truck-mounted Auto-Air has no competi- 
tion. The Davey Auto-Air is powered by the truck engine... 
through the Davey H. D. Power Take-Off . . . and is mounted 


behind the cab . . . uses less than one-third of the chassis space. 
Besides the compressor, the truck has plenty of room for men, 
tools and materials. 


Davey Air-Aristocrats for Continuous Service 


Davey portable compressors offer uninterrupted service at lower 
ultimate cost for the jobs that require air for days or weeks. 
Davey Air-Aristocrats are built for any type construction job, 
and for maximum efficiency in any climate. 


You are invited to write for a 
copy of the free Davey Catalog 
E-172, which gives full informa- 
tion on Davey Compressors, 
Truck Power Take-Offs and 
Pneumatic Saws, plus other 
pneumatic engineering data. 
This catalog is of special interest 
to engineers, builders and 
contractors. 
D-145-6-8 


DAVEY “00:5 


EALERS IN PRINCIPAL CITIES 
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CCTEIC POWER STRUNG 
12 WEECS Will REMAIN 


ITH the glorious victory in 
Europe, men and materiel are 
eady being withdrawn from the 
ropean Theatre of war to the fight- 
e fronts in the Pacific and when the 
ease fire” order is wrested from 
pan, another withdrawal will take 
ace... then, we hope, to return our 
ary Soldiers to their homes and 
ilies to enjoy the fruits of peace 
ich their courageous efforts have 
nde possible. 
e capital investment, however, 
nde to provide additional electric 
wer with which to forge the sinews 
war... guns, armament and other 
uipment . . . that these men might 
ve ample resources with which to 
ht... will not be withdrawn. It 
ll remain . . . to make its further 
mtribution to the future peace and 
osperity of mankind. 
ce 1939 six major additions (total- 
g 168,000 Kw.) have been made to 
e electric power system of the Vir- 
ia Electric and Power Company to 
pply the additional electric power 
eded by Government activities in 


this critical area. ‘These improve- 
ments included additions to the steam 
electric stations in Richmond, Nor- 
folk and Alexandria; the construc- 
tion of the new Chesterfield power 
station on the James river below 
Richmond; the increasing of 66 Kv. 
transmission lines to 110 Kv. lines, 
and other construction. These facili- 
ties will not be withdrawn. 


Therefore . . . when the war is over 
... the war-time augmented Electric 
Power System of the Virginia Elec- 
tric and Power Company serving Vir- 
ginia, Northeastern North Carolina 
and the eastern section of West Vir- 
ginia will have an abundant supply of 
dependable electric power for indus- 
trial and other peace-time uses 
throughout a territory that is highly 
diversified in character and suitable 
for large and small industries, manu- 
facturing and agricultural pursuits. In 
this area a moderate climate prevails 
throughout the year ... it is easily 
accessible to raw materials . . . in nor- 
mal times there is an abundant sup- 
ply of good native labor ... and both 
rail and water facilities afford easy 
and ready access for the finished 
product to the markets of the world. 


Industrialists, manufacturers and 
others seeking location or re-location 
for their plants . . . when the war is 
over ... will do well to consider now 
the natural and other advantages 
available throughout this strategic 
area served by the Virginia Electric 
and Power Company Electric Power 
System. 

Inquiries directed to the company at 
its general offices in Richmond or to 
its Division offices in Norfolk and 
Alexandria, Virginia, and Roanoke 
Rapids, N. C., will have prompt con- 
sideration and attention. 


PEYMIA ELECTRIC AND POWER COMPANY 
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BRING YOUR BILL ANALYSES 
UP TO DATE 


You can save 50% in time and money with 


THE ONE-STEP METHOD 








OF BILL ANALYSIS 











LL but current bill frequency data has been rendered obsolete by the 
marked increase in kilowatt-hour sales. How much of this load will 
you retain? 


Now is the time to bring your bill analyses up to date. In addition to a 
knowledge of the existing situation, certain trends may be disclosed which 
will be of considerable value to you in planning your post-war rate and pro- 
motional programs. 

The One-Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 

We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One-Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York 5, N. Y. 


Chicago Detroit Montreal 
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PACITY WAS DOUBLED 


150-kva substation built piecemeal 


less than revamping cost - - - via STANDARDIZATION 


ERE’S a clear-cut example from the 

industrial field that shows what repeti- 
¢ manufacture is accomplishing. It hel 
plain, in terms of dollars saved for the 
yer, why General Electric is urging a 
der application of this principle in the 
nufacture of heavy power apparatus. 


treater output made it imperative for 
s lumber mill to double its substation 
pacity. Maintenance was high, interrupt- 
B capacity inadequate. The substation 
ucture impeded yard traffic. Making room 

three new 100-kva transformers and 
cssories presented a difficult problem. 


en, as an alternative, G.E. recom- 


dd 


“. _eme 
‘a This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 


mended the installation of a self-contained, 
indoor unit substation. When the costs 
were analyzed, the new 300-kva unit sub- 
station was proved less expensive than the 
revamping plan. 

Lastreport: ‘Company is enthusiastic over 
unit substations and intends to install more."’ 


Although simpler than the problems you 
encounter, this case is further evidence of 
what repetitive manufacture can do to in- 
crease the economic worth of power appara- 
tus. In making your plans for the future, 
will you work with us to broaden the scope 
of this program? General Electric Company, 
Schenectady 5, N. Y. 
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An Elliott 5400-kw. synchronous generator for ship 
propulsion. A large number of these units are under 


construction in our Ridgway plant. They typify Elliott 


engineering excellence, and care in construction detail. 


Electric Power Dept., RIDGWAY, P 
Plants at: JEANNETTE, PA. + RIDGWAY, P 


SPRINGFIELD, O. * NEWARK, N. J. 
DISTRICT OFFICES IN PRINCIPAL CITIE 


L L / O T Tour 


STEAM TURBINES + GENERATORS *« MOTORS + CONDENSERS «+ FEEDWATER HEATERS 
AND DEAERATORS + STEAM JET EJECTORS * CENTRIFUGAL BLOWERS * TURBOCHARGERS 
FOR DIESE NGIN a : , 

















Gttilities Almanack 


Due to wartime travel restriction, conventions listed are subject to cancellation. 


z JULY @ 


{ American Water Works Association, Michigan Section, will hold meeting, Flint, Mich., 
Sept. 12, 13, 1945. 














{ American Water Works Association, Pennsylvania Section, will hold meeting, Pitts- 
burgh, Pa., Sept. 14, 1945. 








{ National Association of Raiiroad and Utilities Commissioners will hold annual con- 
ference, French Lick Springs, Ind., Sept. 17-20, 1945 





New England Gas Association will hold Home Service Development Conference, Boston, 
Mass., Sept. 17-21, 1945. 





Chamber of Commerce of the United States will hold board meeting, Washing- @ 
ton, D. C., Sept. 21, 22, 194: 





American Water Works Association, Southwest Section, will hold meeting, Oct. 15-17, 
1945. 








American Water Works Association, California Section, will hold meeting, Los Angeles, 
Cal., Oct. 23, 1945. 





{ National Association of Railroad and Utilities Commissioners opens executive committee 
meeting, Chicago, Iil., 5. 





American Water U'orks Association, Wisconsin Section, will hold meeting, Milwaukee, 
Wis., Oct. 30, 31, 1945. 





American Water Works Association, North Carolina Section, will hold meeting, Char- 
lotte, N. C., Nov. 5-7, 1945. 





American Water Works Association, Virginia Section, will convene, Roanoke, Va., 
Nov. 8, 9, 1945. 





American Water Works Association, New Jersey Section, will hold meeting, Atlantic 
City, N. J., Nov. 8-10, 1945. 





National Rural Electric Setoretive Association starts meeting of board of .) 
directors, Chicago, Iil., 5. 











Chamber of Commemves of the United States will hold board meeting, Washington, D. C., 
Nov. 30-—Dec. 1, 1945 
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Public 
Utilities 


FORTNIGHTLY 


VoL. XXXVI; No. 1 


A Century of 


JULY 5, 1945 


Regulation by 


Public Utility Commissions 


Its humble start with the railroads, its growth and spread to 
the other well-known utilities, its success, its present status 
and tendency, and, incidentally, the high value of utility service 
to the public compared with what customers are charged for it. 


By HENRY C. SPURR 


we are marking the thirtieth year 

of the publication of Public Utih- 
ties Reports, familiarly known as 
PUR, the national reporting system of 
commission and court decisions relat- 
ing to the regulation of public utilities. 
To date 157 volumes have been printed 
and the commissions are busier than 
ever. Thus it is evident that this type of 
government control of business is not 
an ephemeral thing. How did the states 
come to take on that job? Has regula- 
tion been successful? What has been 
the public attitude toward utilities? 


if this issue of the ForTNIGHTLY 


What is the present regulatory tend- 
ency? These questions seem worth 
considering in this commemorative 
issue. 

Regulation of utilities by commis- 
sions sprang up because of the inade- 
quacy of previous forms of control. 
Steam railroads were the first of the 
public callings to be put under commis- 
sions. Two New England states set up 
railroad commissions in 1844, other 
states gradually following suit. These 
early commissions merely had to check 
on law observance by the companies, to 
see that safe and adequate service was 

JULY 5, 1945 





PUBLIC UTILITIES FORTNIGHTLY 


provided, and recommend needed 
changes in the statutes. In New York, 
for example, railroads could not begin 
service without a certification by the 
commission that the road was properly 
finished, properly ballasted, had suit- 
able crossings, bridges of sufficient 
strength, adequate rolling stock, and 
other equipment and facilities. & 

The reasonableness of rates, which 
later on became the hot spot of regula- 
tion, was at that time deemed amply 
taken care of by competition, just as it 
is in other kinds of business. The early 
competition between railroads was 
vigorous and spectacular but not ani- 
mated enough, to the public’s way of 
thinking, to insure reasonable rates. 
Businesses flourished in spite of com- 
petition. Railroads made money. Com- 
petition was also accompanied by sev- 
eral unpopular companions, such as 
wasteful duplication of facilities, re- 
bates, and other forms of discrimina- 
tion in the free-for-all struggle for busi- 
ness. A storm was brewing. It broke 
out in the 1870's as a result of agita- 
tion by the Granger organizations. 
More stringent regulation by both 
state and Federal governments was de- 
manded. Farmers evidently no longer 
regarded the railroads as benefactors, 
because they asserted that regulation 
“should be at all times so used as to pre- 
vent moneyed corporation from becom- 
ing engines of oppression.” 


AX a result of this agitation maxi- 
mum rate laws were passed in 
many states. For a period of twenty 
years this was the marked regulatory 
movement. This type of direct legisla- 
tive regulation, however, proved vul- 
nerable to the criticism that it was often 
affected by political pressures and that 
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the statutes were passed without prop- 
er consideration of the problems in- 
volved and knowledge of the condi- 
tions affecting individual companies. 
It was declared especially untrust- 
worthy when applied to utilities having 
a wider variation of operating condi- 
tions than railroads. This was pointed 
out in an early New York case in which 
it was said: “There are in this state 
approximately 450 gaslight and electric 
companies. They are located in nearly 
every portion of the state, which con- 
tains within its bounds not only cities 
varying in population from 10,000 to 
4,000,000, but villages, agricultural or 
rural communities, and the wild for- 
ests of the Adirondacks. It is plain that 
no uniform rate of charges could be es- 
tablished that would be just or reason- 
able.” Direct legislative action was also 
unsatisfactory because it could not be 
readily changed to meet unforeseeable 
conditions, especially those arising in 
emergency periods. 

During the next decade, therefore, 
direct legislative control was little by 
little relinquished in favor of regula- 
tion by the commissions. The powers 
of these commissions were gradually 
strengthened and their jurisdiction ex- 
tended over several kinds of carriers 
other than steam railroads. 

By 1905 there were strong railroad 
commissions possessing most of the 
basic powers of the present public util- 
ity conimissions, such as: 


(1) General power of supervision 
and control ; 

(2) Power to enter upon premises 
to inspect ; 

(3) Power to examine employees 
and records; 

(4) Power to prevent unreasonable 
‘rates, discrimination, local and per- 
sonal ; 
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(5) Power to fix rates; 

(6) Power to value property for 
the purpose of determining rates ; 

(7) Power to establish joint rates; 

(8) Power to compel filing and 
posting of schedules ; 

(9) Power to prescribe forms of 
schedules, reports, and uniform ac- 
counts ; 

(10) Power to regulate service and 
prescribe standards of safety; 

(11) Control over stock issues. 


5 regulation of public utilities 
other than common carriers was 
for a much longer time left either to 
competition or placed in the hands of 
the local authorities. Because of their 
more limited spheres of service, regula- 
tion of street railways, gas, electric, 
telephone, and water companies was 
considered strictly a home-rule matter. 

The folly of cut-throat utility com- 
petition from a public standpoint was 
soon recognized. It was especially ob- 
servable in the telephone field and led 
to the passage of laws forbidding it. 
Competition in territories needing only 
a single utility resulted in inferior serv- 
ice, often in the merger of rival com- 
panies and recoupment of losses by 
higher rates. A controlled monopoly 
seemed the solution of the utility prob- 
lem. 

This control, first left to the local au- 
thorities, was usually by franchise con- 
tracts or municipal ordinances. This 
form of regulation was also found 
wanting because of the impotency of 


the local authorities to deal intelligently 
with regulatory problems. The local 
representatives were—or at least were 
thought to be—at the mercy of the bet- 
ter equipped experts and technicians of 
the utility companies. Another weak- 
ness of regulation by contract was its 
inflexibility. Franchises were usually 
for long periods during which condi- 
tions might change for the worse either 
from the municipal or company stand- 
point. The contracts were also usually 
highly discriminatory—some of them 
fantastically so. 

In several of the states regulation 
was in the hands of local bodies and 
commissions, a step in advance. In 
1885 Massachusetts established a 
Board of Gas and Electric Light Com- 
missioners, and in 1905 New York set 
up a Commission of Gas and Elec- 
tricity. 


ye was the general situation up to 
1907 when the history of modern 
public regulation by state commissions 
is generally considered to have begun 
in earnest. In that year Wisconsin, 
New York, and Georgia established 
strong commissions, investing them 
with jurisdiction over telephone, tele- 
graph, gas, electric, and water compa- 
nies. Other states soon followed. Regu- 
lation by state commissions, has, of 
course, since been supplemented by that 
of the Federal commissions filling the 
interstate commerce gap left by the 


e 


success or an abject failure are of little value because they 


q “STATEMENTS that commission regulation has been a great 


are not statements of a fact but mere expressions of opinion, 
usually highly colored by the predilections or prejudices of 
the individuals making them, and asserted without a full and 
dispassionate consideration of all the facts.” 
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state laws and covering special Federal 
interests, such as the administration of 
the Public Utility Holding Company 
Act of 1935 and the Federal Power 
Act. 

Briefly, then, commission regulation 
came into being 

(1) because of the public evils of 
competition in the utility field; 

(2) because direct regulation by 
legislatures was unscientific and inade- 
quate ; 

(3) because the local authorities 
were not equipped to deal on an even 
footing with the utilities in regulatory 
matters ; and 

(4) because general laws and con- 
tracts were too inflexible for reason- 
able regulation under varying condi- 
tions of operation. 

The commission form of regulation 
seemed best adapted to meet the pub- 
lic need. The commission staffs would 
be technically equipped for the work. 
The commissions could give their full 
attention to the job. As their services 
would be available at all times it was 
believed they would be in position to 
act with promptitude. This looked good 
in theory both from the public and util- 
ity angle. Has it turned out well? 


‘ae question of how close commis- 
sion regulation has come to the 
objective set for it by its early advo- 
cates, or how far it has fallen short of 
their expectations, cannot be answered 
in much detail in an article as short as 
this one must be. No one asserts that 
commission regulation has been so per- 
fect in all respects as to be beyond criti- 
cism. The commissioners themselves 
would agree to that. But criticism of 
believed defects is quite different from 
the sweeping assertion that the whole 
thing is a failure and ought to be abol- 
ished in favor of “yardstick” regula- 
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tion or outright government ownership 
and operation. 

Statements that commission regula- 
tion has been a great success or an ab- 
ject failure are of little value because 
they are not statements of a fact but 
mere expressions of opinion, usually 
highly colored by the predilections or 
prejudices of the individuals making 
them, and asserted without a full and 
dispassionate consideration of all the 
facts. One would not look for a favor- 
able opinion as to the effectiveness of 
regulation from a utility executive 
holding the extreme view that utility 
operations should be absolutely un- 
trammeled; nor from the advocates of 
government ownership and operation 
of utilities who believe that to be the 
only solution of the utility problem. 
Such opinions must be discounted. 

The opinions of those who are dis- 
appointed and upset by commission and 
court decisions on céntroversial regu- 
latory questions and who, therefore, 
believe regulation futile—at least un- 
til the courts and commissions change 
their views—must also be taken with 
several grains of salt. Such views are 
quite like that of the gentleman who 
went about declaring our law courts 
worthless and all persons connected 
with the judicial proceedings, includ- 
ing judges, lawyers, and juries, un- 
trustworthy. 

“No one can get justice in the 
courts,” he cried. “I know that from 
bitter personal experience. In my life- 
time I have had five lawsuits. I have 
lost every last one of them; and in 
every last one of them I was right.” 


HE truth is that very few persons 
have a sufficient knowledge of the 
fatts to express an intelligent opinion 
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Utility Customers Not “Exploited” 


<7 the reasonableness of utility rates were measured by the value of 
the service to the customers—what the customers get for what they 
pay—it is hard to see how the ratepayers have been ‘oppressed or ex- 
ploited.’ The mere size of utility corporations serving thousands of custom- 
ers is a sufficient demonstration of the senselessness of that assumption.” 





as to how far commission regulation 
has succeeded or failed. It is significant, 
however, that investigations by hostile 
legislative committees, in which facts, 
instead of opinions, were put in evi- 
dence, have not borne the condemna- 
tory fruit the enemies of regulation 
hoped for. 

From a careful reading of commis- 
sion and court decisions on regulatory 
questions for a period of thirty years, 
covering the entire range of formal 
commission work, the opinion seems 
justified that in opening the books of 
the utilities to public inspection, in the 
establishment of uniform accounting 
and standards of service, in the elimi- 
nation of discrimination both in rates 
and service, in the regulation of secur- 
ity issues, and in putting the public in 
full possession of all of the facts neces- 
sary for it to know about the utility 
business, commission regulation, if it 
had done nothing else, would have jus- 
tified itself. 


If the reduction of utility rates is to 
be considered the prime objective of 
regulation, the “end result” by which 
its effectiveness is to be judged, then, 
from the ratepayers’ standpoint, com- 
mission regulation has also proved ef- 
fective. Reports of savings on rate 
schedules lowered through commission 
action since the commissions have be- 
gun to check on that matter show that 
utility customers have profited substan- 
tially by commission action. However, 
the question whether commission regu- 
lation is worth while — whether it 
should be continued or abolished— 
after so many years of trial, when as 
now the commissions are stronger and 
more active than ever, would appear 
academic. 

The questions of much more vital 
interest are: 

What has been the public attitude 
toward the utilities? 

What is the present regulatory tend- 
ency? 
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HE bitterest controversies in the 

field of regulation have had to do 
directly or indirectly with rates. The 
attitude of the public toward the utili- 
ties at times and in spots has been ex- 
tremely hostile. The corporations have 
frequently been regarded not as public 
benefactors but as public enemies bent 
solely on plundering their customers in 
order to get rich. 

Seventy-five years ago the Grangers 
stigmatized the corporations as “en- 
gines of oppression.” Even today that 
idea, in spite of the experience of the 
regulatory commissions, retains some 
of its early popularity. Children have 
been indoctrinated with it. Recently, 
for example, a young girl in one of the 
upper grades of a city grammar school 
wrote an essay on public ownership— 
for which she received a high mark—in 
which she said: 

“Public ownership is when the whole 
city or county has charge of the utili- 
ties; but private ownership is when a 
person controls and gets rich on some- 
thing that the whole population needs. 
The money in public ownership goes to 
the city, while in private ownership 
just a few get rich.” 

The child’s belief undoubtedly was 
that the owners of privately operated 
utilities always get rich by overcharg- 
ing their customers. Notice also that 
the statement was made many years 
after its falsity had been amply proven 
by commission regulation. 

Some of the early state commission- 
ers were evidently strongly imbued 
with the oppression or exploitation 
idea. They stated frankly that in their 
opinion regulation was solely for the 
protection of the ratepayers; that the 
corporations were amply able to take 
care of themselves, an indication of the 
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“engine of oppression” background. 
That view did not prevail among the 
commissions, but continues to be urged 
by some of our political leaders and 
crops out occasionally in decisions and 
in the arguments of writers on public 
utility questions. 


[ the reasonableness of utility rates 
were measured by the value of the 
service to the customers—-what the 
customers get for what they pay— 
it is hard to see how the ratepay- 
ers have been “oppressed or ex- 
ploited.” The mere size of utility 
corporations serving thousands of cus- 
tomers is a sufficient demonstration of 
the senselessness of that assumption. 
It would be impossible for any business 
enterprise to introduce a brand-new 
article or service to the public and 
thereafter prosper and grow big on ex- 
orbitant charges. It just could not be 
done. After all, nobody had to have a 
telephone, or an electric range, or a re- 
frigerator, and as for electric power, 
did we not have the steam engine? No- 
body had to scrap that. The fact is that 
instead of oppressing and exploiting 
their customers, the utilities have prob- 
ably always put more money into the 
pockets of the ratepayers than they have 
taken out. 

A few years ago a commission mer- 
chant in a small town sent a telephone 
company a bill for $60 for the loss he 
had suffered in three days because his 
telephone line was out of commission. 
He claimed the company was to blame 
and sent it an itemized bill, in which he 
valued the service at $20 a day. In such 
a case to say that the telephone com- 
pany was exploiting its customer by 
any rate it would be permitted to charge 
for the service would be like saying that 
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an uncle who gives his nephew $100 a 
month to help him pay his way through 
college is exploiting his nephew because 
the uncle does not give the nephew 
twice that sum and furnish him an 
automobile and chauffeur. 


per reasonableness of rates of a 
regulated public utility cannot, it 
is true, be measured by the value of the 
service; but what the public is getting 
for its money should not be entirely 
overlooked in the rate-fixing process. 
The value of the service being too 
nebulous and impractical a standard of 
measurement of utility rates, a handier 
and simpler criterion had to be 
adopted. That criterion was the per- 
centage of profits. It was thought that 
all the commissions would have to do 
would be to ascertain that percentage— 
a mere question of fact—and then de- 
termine whether it was too high or too 
low. Reasonable rates could readily be 
based on that information. 

This, however, proved far from a 
simple matter. A stiff battle has been 
waged over the preliminary question 
of what the percentage of return in any 
given case is. It has called for costly 
research by technicians and has pro- 
duced reams of expert testimony in 
rate cases. The proceeding has often 
been slow, long, tedious, and costly. 

Some think this is because regulation 
got off to an allegedly bad start ; that it 
was handicapped for years by the de- 
cision of the Supreme Court in the 


Smyth v. Ames Case in 1898, in which 
it was ruled that the percentage of 
profit or the return should be based on 
value of railroad property rather than 
on capitalization. It will be recalled that 
William J. Bryan appearing on behalf 
of the ratepayers in that case argued 
that railroads should be treated like or- 
dinary business enterprises; that the 
railroads should profit by a rise in 
values and lose by a fall in values. What 
Mr. Bryan, however, happened to want 
in that particular case was that the 
railroads like other businessmen should 
take a loss from a fall in values. 


R2 some time after the Smyth Case 
decision the value basis of calcu- 
lating the return was all the rage. State 
commissions were authorized to ascer- 
tain the value of utility properties some- 
times in advance of rate cases. Con- 
gress required the Interstate Com- 
merce Commission to value the rail- 
roads. But the commissions soon be- 
came unfriendly to the value rate base 
theory, although most of them made 
honest efforts to apply it as required by 
the Supreme Court rule. Some of them, 
however, while giving lip service to the 
value base, sought by various ways to 
avoid it in favor of an investment base. 
Some actually flouted the Supreme 
Court requirement, as in Massachu- 
setts and California. The great cost of 
ascertaining value, the highly specula- 
tive nature of much of the expert evi- 
dence in the cases, the strong emphasis 


e 


pared with the cost of other things we buy, and the fact that 


q “WHEN one considers the cheapness of utility service as com- 


we are constantly being enriched by it, perhaps we may be 
fooling ourselves by trying to keep the return too low and 
by wrapping it up in too much red tape.” 
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of the companies on various types of 
alleged intangible value, and the lack 
of stability of the present value base 
were among the factors turning the 
public away from it. Also the fact that 
values continued to rise instead of fall 
may have had some influence on a gen- 
eration of public representatives who 
were not ready to go along with Mr. 
Bryan in his assertion that railroads— 
an assertion equally applicable to utili- 
ties—should, like ordinary business en- 
terprises, profit by a rise of values. 
For a number of years now those 
who speak for the ratepayers have been 
in favor of basing the return on pru- 
dent investment rather than present 
value. The “prudent” qualification in- 
dicates that if that theory should final- 
ly be given the green light by the Su- 
preme Court, there will still be room 
for controversy. Undoubtedly, the rate- 


making process would be considerably 
simplified ; and there would seem to be 
no reason why such a rate base should 
not be satisfactory to the utilities if it 
were consistently applied in periods of 
low, as well as high, values, and if a 
proper return were allowed on it. 


HE rate base question, however, is 
still unsettled. Recent Supreme 
Court decisions neither approve nor 
disapprove any particular type of rate 
base. The court gives great weight to 
conclusions reached by commissions. 
It requires no formula for rate making. 
Whatever rate base or rate of return 
may be adopted, the court holds that 
the ultimate question is whether the 
rates are sufficient to produce earnings 
which will attract capital, permit effi- 
cient operation, and maintain the sta- 
bility of the enterprise. 
Admittedly this is an indefinite cri- 
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terion. Its most successful application 
is apparent in cases where the court 
can point out that over a period of years 
a company has been able under con- 
tested rates to sell securities, expand its 
plant, supply good service, and increase 
its surplus. Analysis of past results and 
forecasts for the future under changed 
rates would seem, under Supreme 
Court rulings, to be matters primarily 
for commission decision. 

The two principal types of rate cases 
which come before the Supreme Court 
are 

(1) reviews of orders of Federal 
commissions, and 
(2) reviews of orders of state regu- 
latory authorities assailed as violating 
provisions of the Federal Constitution. 
As to the first class of cases, the rule 
seems to be that in rate making under 
the Federal regulatory statutes, such 
as the Federal Power Act and the Nat- 
ural Gas Act, the commissions aré 
freed from the fair value rule of Smyth 
v. Ames, 

As to the second class of cases, the 
rule appears to be that state commis- 
sions need not follow the fair value rule 
in order to avoid violation of the re- 
quirements of the Federal Constitution. 
State commissions, as has been indi- 
cated in some recent court decisions, 
may be bound by state law requiring a 


fair value rate base. 
A NUMBER of commissions at pres- 
ent seem to be proceeding on the 
belief that under the recent Supreme 
Court decisions “value” is out of the 
window ; that, in consequence, they no 
longer need devote as much time as for- 
merly to the problem of ascertainment 
of the rate base; and that the reason- 
ableness of return may, therefore, be 
given more attention. 
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The supposition is that up to date 
there has been too much rough guess- 
work about the return, that the time 
has come to subject it to a more scien- 
tific analysis in the interest of precision. 
Instead of a certain over-all percentage 
of return upon the rate base the actual 
cost of borrowed money and the divi- 
dends on preferred stock are to be al- 
lowed, and after that whatever per- 
centage the commission deems reason- 
able on the common stock. 

Whether this would be a forward 
step in the public interest is for the ex- 
perts to say; but to the layman, judg- 
ing from the discussion that has thus 
far emerged, it looks as if the question 
might turn out to be quite as recondite 
and speculative and give rise to as much 
difference of opinion as have such in- 
quiries as : What is the cost of develop- 
ment of a business? What is. the cost 
of reproducing a business? What is 
the value of a railroad right of way? 

At the present stage of the discus- 
sion it does not seem appropriate for a 
layman to express any opinion as to its 
merit. To one in the grandstand, how- 
ever, it would appear that the merit of 
the proposal would depend to a consid- 
erable degree on the “end result” 


sought. If the object is to determine 
with scientific precision the rock bot- 
tom cost of utility service; that is to 
say, the least possible sum for which 
the stockholders can be induced to fur- 
nish it, it would mean that we were 
trying to apply the discredited all-the- 
traffic-will-bear principle in reverse. 
We would simply be putting that an- 
cient rascal to work for the ratepayers 
instead of the stockholders. It is doubt- 
ful whether the old fellow would be 
made any more respectable or service- 
able by a mere change of masters. 


. is questionable whether all-the- 
traffic-will-bear practice has ever 
been good in the long run for one who 
employs it. It might turn out not to be 
in the interest of utility customers to 
utilize it against stockholders. 

When one considers the cheapness 
of utility service as compared with the 
cost of other things we buy, and the 
fact that we are constantly being en- 
riched by it, perhaps we may be fool- 
ing ourselves by trying to keep the re- 
turn too low and by wrapping it up in 
too much red tape. Possibly the alleged 
rough guesswork thus far employed is 
not so bad for the public after all. 





The War Record of Electric Power 


“lo country takes justifiable pride in the achievements of the 
armed forces and in the magnificent job of industrial America 
in supplying the needs of war. Yet I doubt that the public generally 
is aware of the tremendous contribution the electric and gas utilities have 
made with their own resources and without fanfare. This industry has 
supplied the very life blood of the war production effort throughout the 
country. Ration coupons were never needed to buy electricity or gas. 
It has never been necessary to fix ceiling prices. There has never been 


too little, too late.” 


—Rapu H. Tapscott, 
President, Consolidated Edison 
Company of New York, Inc. 
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The Forward Course of the 
Utility Commissions 


Both the Congress and the state legislatures have continually 
placed more and more of the functions of the government in 
the hands of the various administrative agencies and to a large 
extent, declares the author, these agencies have become an 
essential part of the modern social and economic order. 


By JOHN D. BIGGS 
PRESIDENT, NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES 
COMMISSIONERS AND CHAIRMAN, ILLINOIS COMMERCE COMMISSION 


HE time is appropriate for look- 
ing forward. The war in Eu- 
rope is over. ,There remains a 


great unfinished military, naval, and 
air operation against a powerful enemy 


but the outcome is not in doubt. It is 
only a matter of time, and we hope not 
too much time, before we enter upon 
the postwar period and, in our domes- 
tic affairs, deal with the great economic 
problems which that period must neces- 
sarily bring before us. There will then 
be an end to many of the devices, expe- 
dients, inhibitions, and _ restrictions 
which necessarily have characterized 
the war period. It is not likely, or at 
least so we earnestly hope, that we will 
be confronted with the extraordinary 
governmental and economic measures 
and situations that marked the years 
preceding the war and which had their 
origin, and sometimes their justifica- 
tion, in the conditions of the great de- 
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pression. The years to come will not 
be like the war years, neither will they, 
in all probability, resemble very closely 
the years preceding the war. 

To undertake the role of a prophet 
is proverbially dangerous. Neverthe- 
less, I have been asked to look into the 
future, as best a humble mortal can do, 
and while I have no gift of prophecy 
there are some things in the field of 
public utility regulation which I be- 
lieve it requires no such gift to dis- 
cern. 


€ of these things, and a very out- 
standing one, is the fact that we 
have been for some time in a phase of 
refinement and development of the art 
and science of public utility regulation 
as an important phase of the growing 
field of administrative law, and that 
this phase is likely to continue for some 
time. During the last two decades, ad- 
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ministrative law has developed rapidly, 
has made for itself an important niche 
in American jurisprudence, and that 
niche has expanded notably during the 
war years. Both the Congress and the 
state legislatures have continually 
placed more and more of the functions 
of government in the hands of various 
administrative agencies. These agen- 
cies, moreover, have been given not 
only conventional ministerial and ad- 
ministrative powers, but powers which 
are in their essential nature either judi- 
cial or legislative, or both. To a large 
extent these agencies have become an 
essential part of the modern social and 
economic order. 

It may be, and undoubtedly there is 
a considerable body of opinion that 
considers, that the pendulum has 
swung rather far in this direction and 
that some reverse movement is due. It 
is certain that the average citizen re- 
sents what he deems to be official med- 
dling with his business or private af- 
fairs and has great fear of bureaucracy. 
It is also a fact that a considerable part 
of the more recent swing toward the 
creation and expansion of administra- 
tive tribunals of one kind and another 
grew out of conditions that were tem- 
porary in their nature. This, however, 
is not so with respect to the tribunals 
engaged in the regulation of public 
utility and transportation companies. 


i is now almost sixty years since the 
original organization of the Inter- 
state Commerce Commission, an event 
which perhaps gave the greatest early 
impetus to the development of such ad- 
ministrative tribunals as important 
agencies of government in this country 
and caused Americans to begin to be 
conscious of their existence, availabil- 


ity, and importance. The fundamental 
reason for this general movement was 
sound ; that is, there existed a real need 
for more detailed, adaptable, and skilled 
governmental regulation than could be 
afforded by legislatures, executives, 
and courts. Even so, the acceptance 
and full recognition of these agencies 
as part of our system of jurisprudence, 
as well as government, did not follow 
at once. 

Over a quarter of a century ago the 
supreme court of Illinois, being per- 
haps in somewhat of a prophetic mood, 
had this to say with respect to the then 
public utilities commission : 

The notion that commissions of this kind 
should be closely restricted by the courts, 
and that justice in our day can only be had 
in courts, is not conducive to the best results, 
There is no reason why the members of the 
public utilities commission of this state 
should not develop and establish a system 
of rules and precedents as wise and bene- 
ficial within their sphere of action, as those 
established by the early common law judges.! 

6 fen comparison between the devel- 

opment of a “system of rules and 
precedents,” that is, a specialized body 
of administrative law, and the develop- 
ment of common law by the early 
judges, is a most interesting one. It 
may be said now, after a quarter of a 
century, that not only in Illinois but 
throughout the country there exists 
now such a body of specialized admin- 
istrative law, and that the further re- 
finement of this body of law will be an 
outstanding work during the coming 
years. This is a great work, an im- 
portant and beneficial extension of our 
general system of jurisprudence, and 
one that we who are engaged in it may 
well view with pride. 

Interesting also is the first sentence 


1State PUC ex rel. Springfield v. Spring- 
o- Gas & E. Co. 291 Ill 209, PUR1920C 640, 
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in the above-quoted dicta, to the effect 
that commissions need not be closely 
restricted by the courts, and that jus- 
tice can be had elsewhere than in the 
courts. 

It is rather prophetic of a long 
series of later decisions of many courts, 
particularly the Supreme Court of the 
United States, upholding the exercise 
of discretion (expressed in varying 
language) by administrative tribunals, 
upholding them in the exercise of what 
are judicial, or at least quasi judicial 
rather than administrative, functions, 
and declining to interfere with their 
determinations except where outside 
of their jurisdiction or clearly unsup- 
ported by the record. 


I BELIEVE that the development, re- 
finement, and crystallization of this 
important branch of administrative 
law will be one of the outstanding 
achievements of the immediate future. 
In fact this development, in which we 
as administrative officers have the 
privilege to be engaged, undoubtedly 
has its effect upon the older branches 
of jurisprudence. Quoting from a re- 
cent treatise on the subject, “One won- 
ders if the advent of administrative 
tribunals with their simplified proce- 
dure and their relaxation of technical 
rules of the common law, will in the 
course of time have a liberalizing ef- 
fect upon conventional judicial proc- 
esses. 


Such a result is not out of the ques- 
tion, and at least a few observers 
have pronounced it a likelihood.’” 

The much discussed decision of the 
Supreme Court of the United States in 
the case of Federal Power Commission 
v. Hope Natural Gas Company’ is par- 
ticularly appropriate to illustrate the 
length to which that court has now 
gone in recognizing the discretion of a 
regulatory commission in a rate case. 


“T= Hope decision holds, among 
other things, that the commission 
is not bound to establish or follow any 
single formula for the fixing of rates, 
that the question on review is not the 
method of valuation which was used 
but the end result obtained, since the 
issue is whether the rate fixed is “just 
and reasonable.” This doctrine is de- 
scribed by Mr. Justice Jackson, who 
was one of the dissenting justices in the 
Hope Case, in a special concurring 
opinion in the subsequent case of Col- 
orado Interstate Gas Co. v. Federal 
Power Commission‘ in the following 
language: 
It is not theory but the impact of the rate 
order which counts. If the total effect of the 
rate order cannot be said to be unjust and 


unreasonable, judicial inquiry under the act 
is at an end. The fact that the method em- 


2“The Law of Administrative Tribunals,” 
by E. Blythe Stason, professor of law, Uni- 
versity of Michigan, p. 419. 


$ (1944) 320 US 591, 88 Led 333, 51 PUR 
(NS) 193. 
# (1945) 58 PUR(NS) 65, 83, 65 S Ct 829. 


e 


“Botu the Congress and the state legislatures have con- 
tinually placed more and more of the functions of govern- 
ment in the hands of various administrative agencies. These 
agencies moreover have been given not only conventional 
ministerial and administrative powers, but powers which are 
in their essential nature either judicial or legislative, or both.” 
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ployed to reach that result may contain in- 
firmities is not thén important. 


Of the Hope Case, specifically, he says: 


This case introduced into judicial review 
of administrative action the philosophy that 
the end justifies the means. I had been 
taught to regard that as a questionable phi- 
losophy, so I dissented and still adhere to the 
dissent. But it is the law of this court, and I 
do not understand that any majority is ready 
to reconsider it. 

Whether one inclines to the view of 
the majority or of the minority of the 
court in either of these cases, the fact 
is outstanding that the determination 
of a rate case must now rest rather 
heavily upon judgment and discretion 
of the commission. The substantial re- 
quirement is that the end result be a 


reasonable one. 


OQ’ the reasonableness of the end re- 

sult the commission is to decide, 
a decision which must of necessity in- 
volve a large exercise of discretion. 
The decision is subject to review but the 
review, under the prevailing law, is lim- 
ited and there is a strong prima facie 
presumption in favor of the reasonable- 
ness of the commission’s order. The 
effect of this is to establish more 
firmly the position of the administra- 
tive regulatory commission as the trial 
forum in which rights of the parties 
are determined, subject only to a lim- 
ited judicial review. This is a long 
step beyond the older conception of a 
commission as a mere “fact-finding 
body.” 

The Hope Case has been criticized 
in some quarters as placing an undue 
amount of discretion in the hands of 
the regulatory commission. Whether 
or not this criticism is justified, the 
fact remains that the case is indicative 
also of the trend to place more rather 
than less discretion in these tribunals. 
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This speaks well of the work which 
the commissions as a whole have done 
in the past and of their future devel- 
opment. 


NE of the tendencies, observable 
particularly during the past dec- 
ade, is the trend toward establishment 
of governmental corporations or cor- 
porations in which the government in 
some way is interested. Some of these 
are designed and authorized to conduct 
operations within the field of public 
utilities and transportation. A notable 
instance is the electric rural codpera- 
tives and, while these are found 
throughout the country, their exact 
status with respect to state regulation, 
in so far as I am aware, has never been 
finally determined. 

Such organizations also as the Ten- 
nessee Valley Authority have had un- 
doubtedly an important effect, at least 
in certain large areas, in the regulation 
of electric public utility service. Elec- 
tric and other public utility services 
are also furnished widely by munici- 
palities or districts organizing for that 
purpose and here the law and practice 
differs in different states. Possibly 
complete unification of regulatory au- 
thority never will be achieved in this 
field and we must recognize the fact 
that the functions of the state commis- 
sions, one form of administrative 
agency, do conflict to some extent with 
the functions of these other public cor- 
porations as another type of adminis- 
trative agency. 


 * seems to be our American way to 
let these things grow more or less 


haphazardly, establishing agencies, 
tribunals, corporations, or authorities 
as the immediate exigencies seem to re- 
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Organization of Interstate Commerce 
Commission 


ad by is now almost sixty years since the original organization of the 
Interstate Commerce Commission, an event which perhaps gave 
the greatest early impetus to the development of such administrative 
tribunals as important agencies of government in this country and caused 
Americans to begin to be conscious of their existence, availability, and 
importance. The fundamental reason for this general movement was 
sound ; that ts, there existed a real need for more detailed, adaptable, and 
skilled governmental regulation than could be afforded by legislatures, 
executives, and courts.” 





quire and later trying to codrdinate 
them into some sort of a unified 
scheme. One of the things which the 
immediate future may bring forth is 
some more definite progress in evolv- 
ing a unified system or working ar- 
rangement with respect to all govern- 
ment or public agencies, municipal, 
state, or Federal, which deal with pub- 
lic utility and transportation service. 

None of us will contend that the 
present state commissions, with respect 
to their own organization, powers, ju- 
risdiction, and staff, are perfect. The 
years ahead will be characterized, as I 
see it, by substantial improvements 
with respect to the commissions them- 
selves and their organizations. It is not 
likely that the commissions generally 
will have quite the same detachment, 
independence of public mood, and re- 
action as the courts (and perhaps this 
is well), but the tendency is toward fix- 
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ity of tenure and dignity of office, a 
“tribunal appointed by law and in- 
formed by experience.”* To perform 
its functions a commission must be im- 
plemented with not only adequate pow- 
ers but a sufficiently trained and experi- 
enced staff to enable these powers 
properly to be exercised. Public utility 
regulation is more and more a special- 
ized field. The outstanding commis- 
sions have recognized the need of a 
competent staff specially trained in this 
field and with reasonable security of 
tenure. A development of the future I 
believe will be in the direction of fur- 
ther strengthening of the technical 
staffs of the various commissions. 


ys may be observed incidentally that 
this is one point in which the ad- 


5 Illinois C. R. Co. v. Interstate Commerce 
aaa (1907) 206 US 441, 454, 51 L ed 








ministrative tribunal has a distinct ad- 
vantage over the court. There is no 
such thing ordinarily as a permanent 
technical advisory staff attached to a 
court except perhaps for a legal staff, 
yet a court is frequently called upon 
to deal with technical questions. The 
kind and degree of technical advice to 
be gleaned by the courts from the often 
conflicting opinions of the experts pre- 
sented on either side or from tem- 
porarily appointed court advisors are 
quite a different matter than the assist- 
ance which a commission may obtain 
through the experience and studies of 
its own permanent technical staff. 

This leads to another point now 
much in controversy and which will af- 
fect the development of our procedure 
and organization in the ensuing years. 
This is the question of division of pow- 
ers, particularly the often repeated 
proposition that in many proceedings 
the commission, or at least members of 
its organization, act in the dual capac- 
ity of prosecutors and judges. There 
is a movement which has for its pur- 
pose the separation, more or less com- 
plete, of these functions such that, for 
instance, in a proceeding to bring about 
a rate reduction, the same personnel 
shall not prosecute the m< ‘ter and later 
sit in judgment upon it. stly this 
looks reasonable enough x practice it 
is not so simple to conform to this prin- 
ciple and still to preserve one of the 
public advantages of commission regu- 
lation. 


r should not be overlooked that the 
proceedings before a regulatory 
tribunal have something the aspect of 
investigations as well as of a trial of 
contested causes. It may bea question- 
able move, from the viewpoint of pub- 
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lic interest, to go so far as to bring 
about a situation where the commis- 
sioners or trial examiners passively re- 
ceive such evidence as is laid before 
them and exercise no initiative in the 
way of inquiring into the matters at is- 
sue. In fact it is one of the funda- 
mental and distinguishing characteris- 
tics of our procedure that the commis- 
sion is not a mere referee between a 
prosecutor and a defendant. 

It may be that the future will show 
us some way to achieve some degree of 
separation, probably within the staff 
and organization of the commission, 
between the functions of inquisition, 
prosecution, and adjudication, but I 
consider it unlikely and in fact unde- 
sirable that this go so far as substan- 
tially to deprive the commission and 
its examiners of initiative or to remove 
from the commission’s proceedings the 
aspect of investigation. ° 


HE relations between the various 

state commissions and the agen- 
cies of the Federal government have in 
some respects been rather strained dur- 
ing recent years but it is hardly likely 
that the rapid development which we 
have witnessed in this field could have 
been brought about without some fric- 
tion or cross-purpose. Here, particu- 
larly in matters of conflict of jurisdic- 
tion, perhaps some of us think that once 
again the pendulum has swung rather 
far to one side and that we may expect 
to see some motion in the other direc- 
tion. The fundamental fact is, how- 
ever, that since we have some forty- 
eight state governments and one na- 
tional government, we have state lines, 
and have interstate commerce, there 
must be both state and Federal agen- 
cies in the field ad there must be estab- 
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lished some line of demarcation be- 
tween the two. It is very questionable to 
many of us whether that line of demar- 
cation is satisfactorily established at 
this time. 

The concept of interstate commerce, 
in some of its present applications, 
would have astonished the founders of 
our Constitution. It is not my purpose 
to enter upon a discussion of this rather 
controversial point but merely to sug- 
gest that there is now a strong senti- 
ment in favor of the proper recognition 
of local state control in matters which 
are essentially of local state interest and 
that in the refinement and development 
of this important field of law and gov- 
ernmental science, this sentiment will 


these ensuing postwar years, or of the 
particular problems the commissions 
may face, or of their treatment of those 
problems. I do envisage very definite- 
ly a rapid and substantial progress in 
the refinement of this important branch 
of administrative law in which we, as 
state commissions, are engaged, a work 
which, as before said, the Illinois Su- 
preme Court has compared with that of 
the early common-law judges. I en- 
visage also growth and improvement 
within the commissions and their 
staffs, and with respect to their juris- 
diction and powers, all in keeping with 
the growing dignity and importance of 
their functions and work. I also en- 
visage a better adjustment between 
state and Federal agencies, and with 


other public bodies in the same field, 
to the end that we may all proceed in 
harmony in this important work 
through these coming critical years. 


undoubtedly make itself felt. 

gents I have refrained from at- 
tempting to prophesy as to specific 

things*which we may see done during 





Three Landmark Decisions of the U. S. Supreme Court 
On Utility Regulation 


Munn vw. Itiinots, decided in 1876, upheld the right of. the state to fix 
rates for a business “affected with a public interest” (in this case a grain 
elevator). Based upon a legal distinction, written by the great Lord Chie 

Justice Hale nearly three centuries ago, between such “‘public callings” 
and “Juris Privati” (private property), this decision placed the founda- 


tion for utility regulation in American jurisprudence upon the same his- 
torical background as the common law of England. 


SMyTH v. AMES, decided in 1898, laid down the principle that rates for 
utility services may properly be limited by the states, under the Federal 
Constitution, provided they yield to the owners a reasonable return on 
the “present fair value” of the properties devoted to public service but 
not exceeding the value of the service. The decision has been variously 
construed by courts and commissions through the years. It has led to a 
long controversy as to whether the original cost of the properties or their 
value if reproduced at the time of the inquiry, or some intermediate or 
combination judgment figure, should be used as the so-called “rate base.” 


Hore Natura Gas Case, decided in 1944, delegated the jurisdiction and 
control of regulatory methods as to fixing utility rates to the special com- 
missions set up by law to exercise such jurisdiction. Confronted with 
the increasing conflict between advocates of cost as distinguished from 
valuation methods, the court refused to follow or be bound by etther 
formula and allowed the regulatory commissions similar liberty of action. 
Federal courts, under this decision, will only interfere with commission 
rate orders where the “end result” (regardless of method employed) 
can be clearly shown to injure the utility's owners and endanger its ability 
to continue in public service. 
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The Service: Industries 


Services, declares the author, operate to make both 
primary production and industry more effective and 


more efficient—fallacy wit 
war planning—new life 


h respect to labor in post- 
and scope for the great 


American economic machine. 


By C. W. KELLOGG 
PRESIDENT, EDISON ELECTRIC INSTITUTE 


HE electric utility business is 
classified as one of the “service 
industries.”’ In estimating post- 
war prospects it seems desirable to con- 
sider the status of this and other simi- 
lar industries in the general economy 
of the country. 

To the average industrialist who 
prides himself on being a real producer, 
it may at first glance seem somewhat 
presumptuous on the part of electric 
utilities or other so-called “service in- 
dustries” to dilate (as perhaps they 
are prone to do) on their relative im- 
portance in the scheme of things. On 
second thought, however, the indus- 
trialist would doubtless realize that the 
relative position of the many service 
industries today is very similar to that 
of manufacturing industry itself a cen- 
tury ago, in that both are but facets 
of the complicatedly cut jewel of a mod- 
ern economy. Each facet represents 


T 


one particular way in which over-all 
costs are saved to the whole community 
by the subdivision of effort; each sub- 
division, whether consciously or un- 
consciously, giving to the body politic 
the values arising from expert skill, 
technology, and mass production. 


Nineteenth Century Developments 

N the beginning of the last century 
the population of the country was 
predominantly rural and employment 
was nearly all on the farm. There were 
no transportation and communication 
services as we now know them and lit- 
tle manufacturing as we now under- 
stand it. Most of the people were.en- 
gaged in raising food and fiber and the 
services of most of them were required 
to feed and clothe the people. Then 
gradually the development of manufac- 
turing and transportation made the 
production of food so effective that a 
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continually diminishing proportion of 
the population was needed on the farm. 
Also, with the passage of time, the 
numbers required to finance industry, 
to build its plant, and to sell its output 
grew so fast that by 1900 only 38 per 
cent of the nation’s employed were en- 
gaged in the primary production work 
of agriculture, mining, and fisheries. 
In that same year 28 per cent were en- 
gaged in manufacture and construction 
and 34 per cent in the “service indus- 
tries.” 

Rather than to try to describe fur- 
ther in words the developments since 
the beginning of the twentieth cen- 
tury, they are shown in tabular form 
on page 21. 

The high lights of this table are 
worth some study and reflection. The 
three years chosen were: 1900 as rep- 
resenting conditions at the turn of the 
century; 1929 as the peak year of the 
boom of the twenties and representing 
about a third of a century of develop- 
ment ; and September, 1943, as the time 
of the highest total employment in the 
nation’s history. (As this is written, the 
latest month available [March, 1945] 
showed 2,330,000 less employed than 
in the peak month. ) Those in the armed 
forces are omitted from the table be- 
cause they are not engaged in economic 
production. 


Primary Production 


HE first point that strikes the eye 

is that at the end of the first third 
of this century the proportion of those 
employed that were engaged in primary 
production was about two-thirds what 
it was in 1900. This great change was 
due to the greater use of artificial fer- 
tilizers and mechanized farm operation, 
with farm electrification doubtless play- 
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ing some part. On the other hand, in 
the fourteen years ending with 1943 
the number of electrified farms in- 
creased over fourfold to 2,527,000; 
yet the change in the proportion of all 
labor engaged in primary production 
changed but little during that 14-year 
period. 


Services Grew Faster Than 
Manufacturing 


} asec the early part of the cen- 
tury the proportion of those em- 
ployed whose work was devoted to 
manufacturing industry went from 28 
per cent to 30 per cent—a range of 
about 7 per cent, while the propor- 
tional employment in the service in- 
dustries went from 34 per cent to 45 
per cent—a range of about a third. 
Considering the enormous growth in 
the value of manufactured products 
during these twenty-nine years (from 
12 to 68 billions) it might at first seem 
paradoxical that relative employment 
in manufacturing grew at so much 
slower a pace than that in the service 
industries. On further reflection, how- 
ever, the result appears clearly inevi- 
table from what we know occurred 
during the period in question. 

In industry the period was charac- 
terized by a great increase in the out- 
put per man. This followed from the 
greater use of machinery and the de- 
velopment of mass production meth- 
ods ; but both were made possible from 
the much greater use of power, princi- 
pally electric power, in the factories of 
the nation. The threefold increase 
which occurred from 1900 to 1929 in 
the value of manufactured product per 
man-hour was accompanied by an in- 
crease of 116 per cent in the horse- 
power used per man. It has been shown 
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that the size of the national income 
per capita bears a close relation to the 
horsepower per man in industry. It 
has also been demonstrated that output 
and safety are both increased by higher 
levels of illumination. 


What the Services Can Contribute 


= gps the great growth in the vol- 
ume of industrial output in the 
first part of the century arose a cor- 
responding need for greater sales ca- 
pacity to distribute this output to the 


people. This brought into greater de- 
velopment the agencies of transporta- 
tion, communication, financing, and 
trade involved in the vast distribution 
process and these are service industries. 
The growth of the per capita national 
income during the period 1900-29 from 
$212 to $654 meant more money to 
spend and more leisure in which to 
spend it, all of which called for more 
employment in the services. So the 
greater growth in the proportion of 
work applied to such industries becomes 


e 


EMPLOYMENT IN THE UNITED STATES 
(In thousands) 


1900 
% of 
Number Total 


I Primary Production 
Agriculture 
Mining 
Fishing and Forests 


II Industry 
Manufacturing 
Construction 


III Service 
Service Industries 3,942 
Trade, Distribution, and Finance 3,224 
Transportation 1 
Public Utilities 
Miscellaneous 


9,278 34% 
27,378 100% 


1929 


% 


of 
Number Total Number Total 
10,539 
1 


11,720 
1067 688 
267 195 


12,603 


September, 1943(a) 
% of 


11,873 


14,399 
8,724 (b) 
8,007 


2,465 
1,167 
1,002 


21,365 


47,637 


30% 


100% 100% 


Source: “Economic Almanac,” National Industrial Conference Board 1944-45, pp. 44, 46, and 50. 
Notes 


fa All-time high. 


(b 


This does not include persons in armed forces: 1929— 279,000 


Sept. 1943—11,300,000 


It does, however, include other governmental employees as follows: 
1929 1943 


State and Local 
Federal 


1,500,000 


1,722,000 


550,000 2,820,000 





2,050,000 


4,542,000 
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a logical result of known developments. 
It is thus seen that the services oper- 
ate to make both primary production 
and industry more effective and more 
efficient. They also, from the require- 
ments they need or stimulate, add mate- 
rially to the volume of manufacturing. 


Stability of Services 


ew interesting point is that 
services represent something the 
people will buy if possible more or less 
regardless of other changes, except 
only the ability to pay for them. That 
is, they represent the satisfaction of 
daily or regular needs. It is observ- 
able how slight relatively was the de- 
crease in the proportion of employ- 
ment applied to services from even such 
seismic effects as those produced by 
the war. With 67 per cent of indus- 
trial production in 1943 going into the 
war effort and with over 11,000,000 
persons actively engaged in the armed 
forces and with total industrial produc- 
tion in that year twice as large as that 
of the highest previously recorded 
peacetime year, five-twelfths of those 
employed were still engaged in the 
service industries. 


A Fallacy in Postwar Planning 


HE figures as a whole indicate a 

fallacy that has grown up in con- 
nection with the discussion of postwar 
plans. 

The statement has been made, and 
repeated many times, that we must 
have 60,000,000 jobs after the war and 
that if “industry” cannot or does not 
furnish them, the government will have 
to step in and do so. It has been pointed 
out, on the other hand, that for this 
purpose there is no such entity as “in- 
dustry”; its labor requirements are 
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simply the sum of the needs of thou- 
sands of separate concerns for enough 
people to turn out the product each be- 
lieves it can sell. 

But beyond this, the figures in the 
table show at a glance that even if “in- 
dustry” were an entity, it could not pos- 
sibly, by itself, running at fullest war- 
time capacity, furnish more than a 
third of the jobs involved in the whole 
national economy. The other two- 
thirds of the jobs, even under war con- 
ditions, must come from primary pro- 
duction and the services. Hence, to put 
the whole burden of postwar employ- 
ment on industry is to fly in the face of 
all our economic experience, either in 
the present war or in the last great 
boom that preceded it. Even if one felt 
convinced that industry were the main- 
spring of much of the employment in 
the other two-thirds of our body poli- 
tic, it would still be most unrealistic to 
expect industry itself to furnish all the 
jobs—which has been the basis of the 
fallacy in question. Surely the way to 
get American industry to make the 
greatest contribution to postwar pros~ 
perity is to take off as many threats 
as possible and leave it the maximum of 
economic freedom. 


Government Employment 


HE suggestion that government 

step in to help out in the postwar 
employment situation raises in a very 
poignant way the general question of 
government employment. The foot- 
note to the table indicates that even 
regular government employees since 
1929 have grown in number much 
more rapidly than total employment. 
Omitting those in the armed forces, 
regular government employment in- 
creased from 4.5 to 8.5 per cent of to- 
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Economic Pattern of the Country 


‘<4 HE economic pattern of our country is seen... as one of great 

subdivisions of ‘effort whose over-all efficiency has been such 

that a quarter only of the workers are needed to produce all the food 

and most of the minerals we need, leaving the other three-quarters 

free to exercise their ingenuity and skill in producing goods or services 
which will appeal to buyers on the basis of utility or economy.” 





tal employment in the relatively brief 
period of fourteen years. (During the 
peak of relief work in 1936 this ratio 
reached 11.3 per cent.) No one ques- 
tions the value and necessity of gov- 
ernment; but equally no one can ques- 
tion that its cost is a burden on the 
economy. This leads to two further 
questions : 

1. What justification has there been 
for doubling the relative size of the 
governmental burden on the economy 
as has been done in the last half gen- 
eration; and 

2. whether more government em- 
ployment after the war will not prove 
a millstone rather than a life preserver 
in keeping the economy afloat. 


Utility Experience Reflects General 
Conditions 


| Spine square enough, even during 
the past war year, with industrial 
production at unprecedented levels, the 
revenues of the electric light and 
power industry were divided as to 
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source, between industry and all the 
balance of the economy, in almost ex- 
actly the same proportion as is shown 
jn the table with respect to jobs. Also 
the nonindustrial part of the electric 
utility business has always been the 
most stable, and this for the reason 
that it caters to daily human needs that 
go on steadily, as human life does, 
somewhat independent of booms and 
depressions. 

This particular part of the electric 
utility business has continued to grow 
during the war in spite of the unavoid- 
able scarcity of the materials required 
for extending service lines or for manu- 
facturing the apparatus required for the 
utilization of electricity. The extent 
of this handicap to growth can be 
measured by the experience with a 
group of five major electrical appli- 
ances, of which 8,660,000 were sold in 
1939 and 832,000 in 1944, This back- 
log represents one of the many ways in 
which the service industries react on 
manufacturing industry. 
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War Effort Shows Analogous Labor 
Subdivision 


HAT the relatively small propor- 

tion of our working population en- 
gaged directly in industry is but the 
inevitable result of our complicated 
economic setup, is confirmed by the dis- 
tribution of men in the prosecution of 
the war. For the war itself the manu- 
facturing industry becomes a service, 
in which (based upon proportionate 
output) approximately 11,000,000 are 
directly engaged in war work. Even 
among those other 11,000,000 or more 
in the armed forces, tremendous num- 
bers are needed for construction and 
for transporting, handling, and distrib- 
uting the vast supplies of ammunition, 
food, construction materials, gasoline, 
clothing, and other matériel used by 
the fighting men. Even among the line 
units there are the engineers, signal 
corps, medical corps, ground crews, 
maintenance men, and others too nu- 
merous to mention, all of whom repre- 
sent “service” for the front line men. 
It appears likely, therefore, that out 
of all those engaged in the war effort, 
the proportion engaged in actual com- 
bat is no greater than those in indus- 
try are of the total working forces of 
the nation. 


Summary 


S tam economic pattern of our coun- 
try is seen, therefore, as one of 
great subdivisions of effort whose 
over-all efficiency has been such that a 
quarter only of the workers are needed 
to produce all the food and most of 
the minerals we need, leaving the other 
three-quarters free to exercise their 
ingenuity and skill in producing goods 
or services which will appeal to buyers 
on the basis of utility or economy. 
Granting that our natural resources are 
probably superior to those contained in 
any other section of the earth of the 
same area and climate, this eminently 
successful pattern has clearly been the 
result of applying to those natural re- 
sources the ingenuity and energy of a 
free and intelligent people. In spite of 
the terrible wastage of lives and treas- 
ure the war has brought to us, it has 
also, by its dire necessities, proved a 
tremendous stimulus to invention and 
productive energy. In the years follow- 
ing the war these may be relied upon 
to give new life and scope to the great 
economic machine we have developed in 
this country. These forces, however, 
are like steam in a boiler: they cannot 
produce their full power with the throt- 
tle half open or with the brakes on. 





Hello Girl’s Job Becomes Position 


ow to attract prospective employees was illustrated by the lyrical 
tone of a Louisville, Kentucky, want ad recently. 
“Speech weaver wanted,” the advertisement began, then it really got 
going: 
“In this absorbing job you become a spinner of fate; F oy influence 


the lives and destinies of important people everywhere. 


he order fo 


ships and guns that must go through is at your finger tips... 
hurried, nervous farewell of a soldier to his girl must clear through you 
... The heart-tilting talk of a wounded boy, just come back, and his 
mother, depends on your skill as a telephone weaver of speech.” 


That last phrase let the cat out of the .bag—a switchboard operator 


was wanted. 
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The Regulatory Outlook for 
The Natural Gas Industry 


It would appear, declares the author, that the pendulum of 

social and economic experimentation has completed the left wing 

swing and that it is not too much now to anticipate legislation 

in which the rights of the industry will be recognized with the 

same zeal that formerly attended only the prescribing of its 
limitation. 


By E. HOLLEY POE 


HE doleful predictions of the 
prophets of depletion have lately 

been sounding in the ears of nat- 

ural gas men, just as they have assailed 
those of oil producers for the past 
twenty-five years. That both industries 
have greeted their periodic pronounce- 
ments with polite but realistic incredu- 
lity is not to be wondered at, since year 
after year has seen both oil and gas re- 
serves expanded and extended by new 
exploration and discovery, far beyond 
the withdrawals for any normal period. 
But while these expressions of eco- 
nomic and political solicitude have in 
the past been largely ignored, as being 
principally the preoccupations of the 
incompletely informed, the time has 
now come when natural gas and the 
petroleum producers view with lively 
concern the direction of, and the suc- 
cess attending, the efforts of Federal 
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bureaucracy to attain a complete and 
final sovereignty over natural gas from 
the bottom of the well to the burner 
tip. 

The brief but inspiring history of 
natural gas growth since the start of 
its present expansion period in the early 
twenties, is not one to awaken misgiv- 
ings in any rational mind. The accept- 
ability of the fue'. the acceptance of its 
entrepreneurs by the consumers, and 
the ability of the industry, all are re- 
garded as guaranties of an ever-ex- 
panding and ever more valuable service 
so long as the fuel supply remains as 
boundless as present discoveries con- 
stantly tend to indicate. 

Since the beginning of its present 
expansion period natural gas has ex- 
perienced an intensive and an extensive 
growth and development that has ele- 
vated it io its present place of major 
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importance in the national fuel and 
power scheme. During this, the period 
of its greatest growth, it has survived 
both boom and depression, changing 
business conditions, a vacillating and 
veering politico-social philosophy, and 
a climaxing world war. The only ques- 
tion that now disturbs those whose la- 
bors have already made it great is 
whether the industry can survive the 
ministrations of those who have but 
lately discovered themselves to be its 
bureaucratic and regulatory guides. 














|S emy-ecoewr the record of service 
and growth is exemplary : By the 
end of 1943 the capital assets of the 
industry were $2,742,368,000. The ag- 
gregate of natural gas gathering, trans- 
mission, and distribution lines had risen 
to a total of 210,300 miles. New com- 
munities of 5,000 population or over to 
receive the benefits of straight natural 
gas for domestic, commercial, and in- 
dustrial requirements were increased 
by 86 in the years from 1927 to 1939. 
Hundreds of additional localities bene- 
fited from natural gas to the extent that 
their previous supplies of manufac- 
tured gas were enriched by the addition 
of the natural fuel to the end of deliv- 
ering a product of greater heating 
value. As a result of this activity, nat- 
ural gas now reaches into 33 states and 
the District of Columbia; serves 9,- 
189,000 customers, or approximately 
40,000,000 people. 

The impact of events during such a 
period of rapid expansion has severely 
tested and proven beyond peradventure 
the inherent soundness of the industry 
from a financial viewpoint. It has 
emerged from the category of a risky 
venture capital business to one of sound 
investment status. 
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Natural gas reserves, the basic re- 
source of the industry, are known by 
every test of modern geology to be ade- 
quate for at least fifty years,’ with more 
new resources being discovered every 
year. Reduced to its essence, the whole 
operation of the industry consists in 
developing these reserves to marketable 
perfection and transporting the prod- 
uct to the markets that require it. 


Out Secretary of War, the 
Honorable Newton D. Baker, 
summarized the average citizen’s views 
regarding natural gas when he said, 
apropos of its introduction into Cleve- 
land: “I have no wisdom and I have 
no scientific knowledge of natural gas. 
I know that so far as the city of Cleve- 
land is concerned it is very doubtful 
whether anything has ever happened in 
this city—any one thing—which did 
more for its prosperity; did more for 
its beauty; did more for the conven- 
ience, the comfort, the happiness, and 
perhaps the health of the people who 
live here, than did the introduction of 
natural gas.” 

The natural gas business is not par- 
ticularly subject to changing consumer 
habits, because it sells only an essential 
and stable commodity at rates that are 
low, generally fixed by law, and almost 
entirely on a cash basis. 

Despite all of the obvious advan- 
tages inherent in a simple business op- 
eration, serving a satisfied and stable 
clientele, the industry is beset by other 
difficulties that within recent years have 


1Testifying before the special U. S. Senate 
committee investigating petroleum resources 
on June 19th, E. DeGolyer, noted geologist of 
Dallas, Texas, estimated known reserves for 
larger fields (of 20 billion cubic feet or more) 
at 140 trillion cubic feet, and as much as 
trillior’, if smaller fields were also considered. 
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become distressingly prejudicial to con- 
tinued expansion, to enhanced service, 
and to lower gas rates. The natural gas 
industry has come to realize that its 
most trying problem, and the one that 
poses the most alarming threat to good 
natural gas service, is the very Federal 
agency that exists for the enhancement 
and improvement of gas and electric 
service—the Federal Power Commis- 
sion. 


HE Federal Power Commission 

had been assigned many and diffi- 
cult statutory duties in the electrical 
field under the Public Utility Act of 
1935. The regulation of interstate nat- 
ural gas pipe lines which fell to it in 
1938 involved problems different in 
many ways. After seven years of per- 
formance it is not unfair to characterize 
its administrative policies under the 
Natural Gas Act as unnecessarily bu- 
reaucratic and to that extent ineffectual 
in the public interest, expensive and 
harassing to the industry. 

In 1942 the commission asked Con- 
gress for certificate powers that have 
since been used to regulate prices and 
service of direct pipe-line sales of nat- 
ural gas to industrial plants. The Nat- 
ural Gas Act by its terms applies only 
to wholesale sales, t.e., “sales for re- 
sale.” Congress adopted the only 
amendment to the Gas Act thus far 


made, granting the power to issue cer- 
tificates of public convenience and ne- 
cessity before extensions or additions 
may be made to pipe lines. The power 
was also given to “attach reasonable 
conditions” to certificates. By these 
amendments the discretionary might of 
the commission was enormously in- 
creased. 

State regulation, by state commis- 
sions, has been in the past largely a 
matter of establishing, defending, and 
enforcing certain rate structures be- 
lieved to be fair and equitable to the 
utility and the public alike. Differences 
in viewpoint, when they have arisen, 
have, of course, given rise to litigation 
between utilities and state regulatory 
bodies. But these differences have, in 
recent years, been composed in confer- 
ence, in ever-increasing numbers, and 
even those that have gone to the courts 
have in the end been accepted without 
rancor by either side. 


= probably was a time, im- 
mediately subsequent to the pass- 
age of the Natural Gas Act, when the 
state commissions regarded the new 
jurisdiction given to the FPC over nat- 
ural gas transmission as a potential aid 
to them in plugging up the regulatory 
gaps that were inherent in state juris- 
dictions. But any such hopes as were 
then entertained have been dissipated 


e 


gas has experienced an intensive and an extensive growth and 


q “SINCE the beginning of its present expansion period natural 


development that has elevated it to its present place of major 
importance in the national fuel and power scheme. During 
this, the period of its greatest growth, it has survived both 
boom and depression, changing business conditions, a vacil- 
lating and veering politico-social philosophy, and a climax- 


ing world war.” 
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now by the spectacle of the FPC seek- 
ing, not to strengthen and support the 
hand of state regulation, but to super- 
sede and outmode it at every turn, and 
with respect to every vital natural gas 
function, from production to end use. 

Although the regulated companies 
are required to obtain specific author- 
ity before “abandonment” or “con- 
struction,” the commission is much 
more than a year behind in its certifi- 
cate cases,* and, in spite of a solemn 
adherence to its cumbersome and un- 
realistic procedure, the commission it- 
self is well aware that this has broken 
down of its own weight. The strait- 
jacketed control the commission is at- 
tempting to enforce is illustrated by its 
interpretation that it constitutes “aban- 
donment of facilities’’ when a worn-out 
compressor is replaced. 

There has been many a legal opinion 
expressed that the Natural Gas Act 
does not require a hearing for every 
nut and bolt that is added to the pipe 
line—the manner in which the commis- 
sion is interpreting it now. There are 
many who believe that notice of appli- 
cations received would be adequate in 
most cases and no hearing held unless 
question or request is made. Yet, to 
date, there appears to have been no sin- 
gle effort made on the part of the com- 
mission to streamline its own proce- 
dures in an effort to reduce this ad- 
mitted backlog of more than a year of 
cases. 

But its procedures have become 
more lengthy and expensive. 


vere important applications for cer- 
tificates in the past year have been 


Statement of the commission to House 
Appropriations Committee, Lome, 11, 1945. 
Hearing Record on Independent Offices Ap- 
propriation Bill 1946, p. 304. 
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argued before the commission en banc 
—and partially heard by the commis- 
sion, sitting with the trial examiner. 
Neither of these involved service of 
new territory but only increased quan- 
tities of gas through interstate lines to 
markets already served. Hearings 
dragged on for weeks and thousands 
of pages of transcript resulted. It was 
aptly remarked by one who attended 
the two most recent of these hearings 
that “the commission is engulfed in a 
whirlpool and unconscious of its 
plight.” 

Not alarmed by this pressing ac- 
cumulation of unnecessary vexations 
the commission has moved in on the 
highly competitive field of production, 
claiming the authority to apply “rate 
base” principles to the gas-production 
operations of regulated companies— 
and, to the consternation of the entire 
petroleum industry, has been sustained 
(albeit at five to four) by the Supreme 
Court! By clever use of its broad rule- 
making power it has devised its own 
legislation to control the “end use” if 
not the price of industrial gas. It at- 
taches the condition to a certificate au- 
thorizing new construction limiting the 
amount of gas permitted to move 
through the pipe lines to present cus- 
tomer requirements, and no new cus- 
tomer may be attached without another 
certificate. The commission also re- 
quires even the smallest local distribut- 
ing company deriving its gas supply 
from outside the state to comply with 
its Uniform System of Accounts and 
numerous requirements for reports. 


HE Natural Gas Act contains no 
intimation that the Congress in- 
tended the commission to deal with 
problems of fuel competition. Never- 
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Growth of Natural Gas Industry 


4 S yeperprs the record of service and growth is exemplary: By 

the end of 1943 the capital assets of the [gas] industry were 

$2,742,368,000. The aggregate of natural gas gathering, transmission, 

and distribution lines had risen to a total of 210,300 miles. New communi- 

ties of 5,000 population or over to receive the benefits of straight natural 

gas for domestic, commercial, and industrial requirements were increased 
by 86 in the years from 1927 to 1939.” 





theless, as if Congress had assumed and 
delegated the authority to control the 
use of all energy resources, the com- 
mission for two years has permitted un- 
limited participation of coal and labor 
interests in every important hearing on 
applications for certificates of public 
convenience and necessity. Further- 
more, the conditioned certificates limit- 
ing or preventing sale of gas to indus- 
trial plants are a complete victory for 
these determined enemies of natural 
gas. That much of this is done in the 
name of conservation in no way miti- 
gates the fact that it is actually a very 
long step toward regulated economy in 
the production and use of competitive 
fuels. 

In the face of these improper admin- 
istrative practices, and the virtual mak- 
ing of new laws as the result of ex- 
panded court interpretations of old 
limitations, there has developed a mu- 
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tuality of interest as far as the state 
regulatory bodies and the natural gas 
industry are concerned. 


, ] ‘o be sure the great gas-producing 
states of Kansas, Louisiana, and 


Texas are at the moment proclaiming 
a policy of embargo upon exportation 
of natural gas. But natural gas, in spite 
of unprecedented war consumption, 
has been discovered and produced far 
more rapidly than it has been used. 
Dedication to intrastate use solely 
would be as impractical and unprofit- 
able as it is legally impossible. The Su- 
preme Court has repeatedly struck 
down statutes aimed at a similar pur- 
pose. There are eighteen states de- 
pendent upon these three for the bene- 
fits and convenience of natural gas and 
reasonably unrestricted commerce be- 
tween the producers in the Southwest 
and eager consumers in at least eighteen 
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states will be mutually profitable for 
years to come while fuel technology 
forges ahead with further utilization 
achievements in the public interest. 

It is not surprising, therefore, that 
the clamor has been as vigorously 
voiced by the gas states as by the gas in- 
dustry, for the curbing of administra- 
tive agencies. Both now seek to aid in 
the development of a new and rational 
formula for exercising the necessary 
controls over natural gas. Their goal is 
to achieve a delineation of all proper 
authority under the doctrine of states’ 
rights, and the principles of private 
initiative and enterprise, to the ultimate 
benefit of gas producers and gas con- 
sumers alike. 


Hin this meeting of minds has also 
come the best and most repre- 
sentative thought of the oil industry— 
the petroleum producers recognizing 
that the problems of gas regulation are 
so intertwined with those of petroleum 
production as to make the two prac- 
tically inseparable. 

The demand is for new legislative 
acts in the affected states and for a new 
amendment of the Natural Gas Act by 
Congress that will define the essential 
regulatory boundaries that are required 
for the adequate protection of the pub- 
lic interest and the stability of the in- 
dustry as well. 

Any new acts, whether state or Fed- 
eral, should be confined to the minimum 
necessary regulation, and should not 
be viewed as the prelude to a greater 
regimentation of the natural gas indus- 
try. If honestly approached, the solu- 
tion of the problem should be fairly 
simple. A supplement to the “Prelimi- 
nary Report on a National Oil Policy” 
has recently been drawn up by the Pe- 
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troleum Industry War Council. The 
Independent Petroleum Association, 
American Gas Association, and others, 
have all concurred in that statement 
which points the way toward a national 
policy on both oil and natural gas. 


HE proposals here made are in ac- 

cord with these same principles 
and are advanced in the belief that they 
will be found acceptable to the natural 
gas industry, the oil producers, and also 
to the regulatory bodies of most pro- 
ducing states. And if the FPC is funda- 
mentally concerned with the enhanced 
realization of the asset value of natural 
gas to the nation, the points laid down 
should: be acceptable to the commis- 
sioners as well: 


1. Confine the authority of the Federal 
regulatory agency to natural gas 
transported in interstate commerce 
for resale. 

2. Repose jurisdiction over all aspects 
of gas operation, up to the point of 
its delivery into the interstate move- 
ment, with the state regulatory 
agencies. 

. Limit any regulation of distribution 
and utilization matters to the au- 
thorities of the states in which the 
gas is consumed. 

4. Establish in principle the doctrine 
that in regulating the selling price of 
natural gas the Federal agency be 
required to recognize all reasonable 
factors relating to the commodity 
value of the gas and the investment 
in transmission and other facilities. 


- would appear unnecessary for a re- 
statement by statute of the principle 
that the function of the Federal govern- 
ment under the Constitution is to regu- 
late the commerce between the states, 
and not within them severally. Con- 
gress had no more intention of giving 
the Federal Power Commission juris- 
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diction over gas production or gas util- 
ization than it had of giving the Inter- 
state Commerce Commission jurisdic- 
tion over the production and the use of 
commodities shipped over the railroads. 

But the same Constitution that pro- 
vides these safeguards for states’ rights 
also sets up prohibitions against states 
abusing these rights at the expense of 
sister commonwealths. Thus the states 
must be prepared to forego the doubtful 
privilege of attempting to confine nat- 
ural gas within their own borders when 
a market ready, able, and willing to buy 
at an equitable price exists in other 
states. 

Effective conservation-wise exercise 
of state jurisdiction over the produc- 
tion, processing, and gathering of nat- 
ural gas can be assisted by Federal en- 
couragement of cooperative legislation 
such as that which made possible the 
Interstate Oil Compact Commission. 

The question of end-use limitation is 
one that is best solved by the least 
amount of legislation, even in the con- 
suming states where jurisdiction should 
rest. The cost of the delivery of gas to 
commercial and domestic users is in- 
dissolubly associated with the econom- 
ics of a high load factor, made possible 
by interruptible and dump-gas con- 
tracts. Only those who are competent 


to rebuild the whole economic founda- 
tion of long-distance transmission 
should aspire to tamper with the end- 
use phases of its operation. 


oa viewed, if the intelligent 
use of natural resources by the 
present generation promotes a sounder 
social and industrial order for those 
who are to follow, there can be no 
legitimate brief for abstaining from 
their usage in the interest of preserving 
an extra pittance of those resources for 
posterity. Had every pioneer in Amer- 
ica decided to await the advent of the 
prefabricated plywood house there 
might not have been so much wasteful 
use of prime virgin timber in the build- 
ing of frontier cabins. But who today 
would question the dividends that pres- 
ent generations have collected on that 
early “economic waste” ? 

The whole principle of regulation 
should be to limit it to the minimum 
consistent with the public interest, and 
it must, if it is to achieve this ultimate 
desideratum, give encouragement to 
the operation of the natural gas and 
oil businesses on sound principles of 
private enterprise functioning in a free 
economy. 

The opportunity of presenting the 
natural gas case may now come at an 


e 


past largely a matter of establishing, defending, and en- 


q “STATE regulation, by state commissions, has been in the 


forcing certain rate structures believed to be fair and equita- 
ble to the utility and the public alike. Differences in viewpoint, 
when they have arisen, have, of course, given rise to litiga- 
tion between utilities and state regulatory bodies. But these 
differences have, in recent years, been composed in confer- 
ence, in ever-increasing numbers, and even those that have 
gone to the courts, have in the end been accepted without 


rancour by either side.” 
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earlier date, and under broader auspices 
than were anticipated within the scope 
of the Federal Power Commission’s 
now postponed Docket G-580 investi- 
gation. The Special Committee Inves- 
tigating Petroleum Resources, ap- 
pointed by the United States Senate 
under the chairmanship of Senator 
Joseph C. O’Mahoney, has indicated 
that inquiries into all phases of natural 
gas operation will be on its agenda. 


HE investigation should prove 
constructive in determining 
whether it is necessary in the public in- 
terest that the oil and gas industries 
operate under the administrative ab- 
solutism that has prevailed in recent 
years, or if the enunciation of a basic 
policy, supported by necessary legisla- 
tive changes would not better suffice. 
It is a favorable sign to observe that 
the oil and gas industries stand as one 
in the matter of the fundamental issues 
at stake, and the Senate committee is 
already evoking pledges of industry co- 
Operation that the Federal Power Com- 
mission had never been able to elicit. 
It would be rash, indeed, to predict 
categorically the outcome of these in- 
vestigations, or the legislative end 
product that will ensue. Natural gas 
has increasingly shown a readiness to 
seek a fair solution of all problems ac- 
cording to law. It has always enter- 
tained a genuine apprehension of over- 
regulation and the destruction of 


initiative inherent in its enforcement. 

There was a time when public opin- 
ion was easily guided into supplying 
the impetus for new excursions by gov- 
ernment into business regulation. And 
all too often industry itself condoned 
and canonized practices that created 
this opinion, so that the resulting re- 
strictions that were imposed were in 
unmistakable obedience to public de- 
mand. 

But now it would appear that the 
pendulum of social and economic ex- 
perimentation has completed the left- 
ward swing in its slow and inexorable 
arc. As the threat of aggression from 
without pales under the withering 
blight of our war achievement, the 
thoughts of the people turn to the 
restoration of those principles that have 
so long been the target of an insidious 
aggression operating from within. 


ry is not too much now to anticipate 
legislation in which the rights of 
industry will be recognized with the 
same zeal that formerly attended only 
the prescribing of its limitations. And 
should this result in a rewriting of the 
Natural Gas Act into legislation where- 
by the interests of all are rationalized 
and safeguarded, natural gas, which 
achieved such spectacular progress dur- 
ing the past twenty years, may move 
out into even greater spheres of useful- 
ness and public service in the decades 
that lie ahead. 





“SECURITY against economic disaster will never affect the individual 
incentive of Americans, because their wants are far above any minimum 
standard of living, however high. But it is equally true that, while security 


may not 


estroy incentive, it neither creates nor stimulates it. Security 


measures cannot provide for Americans the dynamic force which gives 
them confidence in their economic future.” 


—THURMAN W. ARNOLD 


Associate justice, United States Court 
of Appeals for the District of Columbia. 
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The Bell System’s Job Ahead 


A fascinating glimpse at alert telephone planning for 
the public needs covering not only provision for the 
restoration, refinement, and expansion of normal 
services disrupted by the war but also preparation 
for, among others, such services as television trans- 
mission and mobile radiotelephone communication. 


By KEITH S. MCHUGH 
VICE PRESIDENT, AMERICAN TELEPHONE AND TELEGRAPH COMPANY 


s long as the war against Japan 
Amat it necessary, the Bell sys- 
tem will continue to put war 
equipment and communications needs 
above everything else. However, with 
a gradual relaxation of material and 
man-power controls in prospect, tele- 
phone people are looking ahead to the 
nation’s postwar communication re- 
quirements and making preliminary en- 
gineering and organization plans to the 
extent that war conditions permit. 

It is clear that-the Bell system’s job 
for the immediate postwar years will 
be a large undertaking, requiring the 
full energy and skill of the telephone 
operating companies, the research lab- 
oratories, and the manufacturing or- 
ganization. It will consist of making up 
lost ground and of moving ahead into 
areas of growth in which improved 
operating techniques and new services 
will have a leading part. 
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For example, we must catch up on 
the very large number of applications 
for service held by the telephone com- 
panies due to lack of facilities. We 
must provide relief for overloaded lo- 
cal exchange plant. The network of 
long-distance lines must be strength- 
ened and extended. Long-range pro- 
grams of service betterment, inter- 
rupted by war, are to be resumed. Im- 
proved operating methods such as di- 
rect dialing of jong-distance calls by 
operators will be extended. Rural serv- 
ice will be greatly increased. New serv- 
ices will be introduced including pro- 
vision of television networks and mo- 
bile radiotelephone services. 


Clearing Up Held Applications for 
Service 
HE most compelling part of the 
job before us is to fill the applica- 
tions for telephone service now held in 
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the files of the Bell companies due to 
shortages of telephone apparatus and 
to get back as speedily as possible to a 
basis of supplying service to all who 
want it when they want it. 

As most people know, the shortage 
of telephone apparatus stems from the 
fact that telephone equipment manu- 
facturing facilities, materials, and 
man power have been, and at present 
still are, devoted chiefly to the produc- 
tion of communication and electronic 
equipment urgently needed by the 
armed forces. 

It has been possible to manufacture 
some telephones and some central of- 
fice and other equipment to meet the 
most urgent needs, but these, so far, 
have not been in quantities sufficient to 
offset continuing demand. In fact, ap- 
plications for telephone service being 
held for lack of facilities have been in- 
creasing at a rate of over 60,000 a 
month, At present there is a total of 
about 2,000,000 held applications. The 
majority are held for lack of sufficient 
central office equipment and, to a minor 
extent, outside plant. However, there 
is still a substantial number held for 
lack of telephone instruments only. 


Restoration of Plant and Service 
Standards 


A SECOND aim, closely allied with the 
first, is relief for the present seri- 
ously overloaded condition of tele- 
phone plant, and restoration of qual- 
ity of service to normal wherever it 
has suffered from wartime conditions. 

In order to provide a service for as 
many people as possible, large numbers 
of central offices were loaded beyond 
their normal capacity. Many other tem- 
porary expedients were adopted to 
spread the service as far as possible 
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with facilities at hand. For example, 
large numbers of old-type telephones 
which normally would have been re- 
tired were pressed into service; many 
people who preferred higher grades of 
service were required to take party-line 
service; private branch exchange 
switchboards were adapted to supple- 
ment central office facilities. To re- 
lieve these conditions, to make up the 
shortages of equipment in central of- 
fices, and to provide adequate room for 
growth, large quantities of additional 
switching equipment, cable, etc., will 
have to be manufactured and installed. 

Similarly, temporary expedients 
were adopted to increase the capacities 
of long-distance lines. For example, 
certain carrier techniques have been 
employed as an emergency measure by 
means of which many needed circuits 
were quickly made available, but at the 
expense of some naturalness and intel- 
ligibility. As soon as practicable, long- 
distance service standards must be re- 
stored to normal. This will involve not 
only addition of a very large number of 
long-distance circuits to relieve con- 
gested routes and improve speed of the 
service; it also will call for elimination 
of the emergency measures. 


Strengthening the Long-distance 
Network 


“— Bell system’s 5-year program 
of coaxial cable construction is of 
importance in the over-all plans for 
strengthening the long-distance net- 
work. This 6,000- to 7,000-mile ex- 
tension program announced in the 
spring of 1944 is well under way. By 
the end of this year the Bell companies 
expect to have 2,000 miles of the cable 
manufactured and at least three- 
fourths of this mileage in the ground. 
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With present associated equipment, a 
pair of coaxial conductors can accom- 
modate as many as 480 telephone con- 
versations simultaneously. 

In its plans for a trial installation of 
the radio relay method of transmission, 
the Bell system is exploring an addi- 
tional means of supplementing the 
long-distance network. The radio re- 
lay method applies to radio the same 
principle of amplification at intervals 
along a circuit that is employed in long- 
distance telephone lines. The trial is to 
be made over a route now laid out be- 
tween New York and Boston. If pres- 
ent hopes are realized in the New York- 
Boston trial, it may be that radio relay 
will find wide use in the Bell system. 
The system is interested in putting to 
use the best transmission media avail- 
able and it will employ in the future 
wire or radio, or combinations of them, 
whenever advantageous. 

Other measures to strengthen the 
long-distance network include the re- 
placement of heavily loaded open wire 
lines with cable. 


Replacement of Manual Equipment 


By Dial 
AX soon after the war as it can be 
done, Bell system companies will 
actively resume their programs of re- 
placing manually operated switch- 
boards with dial equipment for local 
exchange service. When this program 


was interrupted at the start of the war, 
about 65 per cent of Bell system tele- 
phones were dial operated. 


Operator Toll-line Dialing 


| Agere ig gained with toll-dialing 

networks heretofore placed in 
service has been very satisfactory. It is 
planned to develop this method further 
and extend its use widely. Toll-line dial- 
ing by an operator permits her to dial 
the called party in another city without 
the assistance of intermediate oper- 
ators. Use of dial equipment in this 
way for long-distance service points to 
improved speed of service and oper- 
ating economies. 


Rural Service Expansion 


_— Bell system has plans for 
bringing telephone service to an 
additional million rural homes within 
three to five years after men and mate- 
rials are available. This will mean 
practically doubling the number of 
farms with telephones in Bell system 
territory, to cost about $100,000,000. 

Extensive surveys are being made 
to determine the kind of telephone 
service wanted by present and poten- 
tial rural customers. The rural pro- 
gram includes extending facilities to 
areas not now reached, improving 
service, modernizing facilities, and 
utilizing new techniques and economies 
to do the job. The over-all aim is to 


e 


“ec 


. . applications for telephone service being held for lack 
of facilities have been increasing at a rate of over 60,000 


G: 


a month. At present there is a total of about 2,000,000 held 


applications. The majority of these are held for lack of suffi- 
cient central office equipment and, to a minor extent, out- 
side plant. However, there is still a substantial number held 
for lack of telephone instruments only.” 
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find ways and means to furnish satis- 
factory telephone service for farmers 
at a cost that more of them can afford. 
Among several developments which 
tend to reduce costs of construction 
are high-tensile strength steel wire, 
which permits longer spans and saves 
poles, and a specially insulated wire 
that may be buried by means of a plow 
where the terrain is favorable. 

The Bell system is at work on the 
development of a carrier system for 
sending telephone conversations over 
rural power lines. This method is ex- 
pected to be useful in extending tele- 
phone service to farms which are along 
power lines but not near existing tele- 
phone lines. Trials of the power-line 
carrier system are being planned in co- 
6peration with power companies and 
the Rural Electrification Administra- 
tion. Radiotelephony is also expected 
to be used as a means of serving re- 
motely situated rural communities. 


Television Network Facilities 


MONG the new services to be offered 
by the Bell system in the post- 
war period is television program trans- 
mission network service. The new fa- 
cilities now being incorporated in the 
telephone plant to augment the long- 
distance networks are going to be 
eminently fitted to do the television net- 
work job. For example, a pair of coax- 
ial conductors, when suitably equipped, 
can satisfactorily transmit the broad 
bands. of frequencies that are re- 
quired for television. The coaxial cable 
planned and under construction on 
north-to-south routes and across the 
continent has six or eight coaxial con- 
ductors. It can therefore be regarded as 
the beginning of a nation-wide tele- 
vision program network. 
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Development work which was under 
way when the war suspended opera- 
tions in this field looks toward equip- 
ment capable of transmitting bands of 
7,000,000 cycles or more over coaxial 
conductors. With this, it would be pos- 
sible to transmit a television band of 
4,000,000 cycles, plus several hundred 
telephone conversations simultaneous- 
ly over the same pair of conductors, or 
to transmit an even broader television 
band if television standards should re- 
quire it. 

Radio relay, to be tried out by the 
Bell system as mentioned earlier, may 
prove to be important in the develop- 
ment of television networks. It is in- 
tended to be a wide-band transmission 
medium. The Bell system’s trial of 
radio relay is planned to determine its 
efficiency, dependability, and economy 
in comparison with wire-line transmis- 
sion. At present it seems reasonable to 
look forward to coaxial cable and radio 
relay systems supplementing each other 
in extending television networks to 
various parts of the country. 

The Bell system’s experience and 
skill in operating 135,000 miles of pro- 
gram circuits for radio broadcasting, as 
it now does, will prove of great value 
in television network operation. The 
present radio program transmission 
service is incorporated in the same plant 
and handled by the same operating 
force responsible for the Bell compa- 
nies’ 10,000,000 miles of long-distance 
telephone circuits. Generally, the same 
force will also handle television trans- 
mission. 


Mobile Radiotelephone Services 


rnc are now under way for an- 
other new Bell system service 
which will be introduced and rapidly 
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Operator Toll-line Dialing 


. Ny tpnewren gained with toll-dialing networks heretofore placed 

in service has been very satisfactory. It is planned to develop this 

method further and extend its use widely. Toll-line dialing by an operator 

permits her to dial the called party in another city without the assistance 

of intermediate operators. Use of dial equipment in this way for long- 

distance service points to improved speed of service and operating 
economies.” 





expanded after the war. It is a general 
mobile radiotelephone service which 
will provide 2-way communication 
with motor vehicles or other mobile 
units such as boats and barges. Trial 
installations of mobile radiotelephone 
service are planned first for some of 
the larger cities. Later a service will be 
tested to serve vehicles traveling on the 
more important intercity highways. 

Bell system urban mobile service 
plans are based on surveys made in 
cities throughout the country to deter- 
mine the prospective need for and use 
of the service. Applications already 
have been filed with the Federal Com- 
munications Commission for authority 
to install the transmitting and receiving 
stations in a number of cities. Initially, 
the principal users of urban mobile 
service are expected to be operators of 
large fleets of vehicles, such as trucking 
concerns and the like. 
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By the combined use of wire line 
and radio, operators of vehicles 
equipped for 2-way mobile service may 
talk with any telephone connected with 
the Bell system network. When a busi- 
nessman wants to call the driver of a 
certain truck, he will pick up the tele- 
phone on his desk and ask for a special 
operator. He will give her the vehicle’s 
nufber or designation, she will signal 
the vehicle, and the driver will answer 
over his dashboard telephone. A push- 
to-talk button on the handle of his in- 
strument will enable him to switch 
from receiving to sending. It is planned 
that the occupant of an equipped ve- 
hicle can originate calls simply by pick- 
ing up his telephone and pushing the 
sending button. This will signal the 
vehicular operator who then connects 
him with his office, or any other, tele- 
phone. 

In some instances, where overseas 
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radiotelephone service was discon- 
tinued due to war conditions, the serv- 
ice has already been resumed. In other 
instances similar steps will be taken as 
soon as possible. Further, the service 
will be expanded not only to additional 
foreign countries, but more circuits 
will be added on many present routes. 
Resumption of radiotelephone service 
to ships at sea is also planned. Radio- 
telephone service available to shipping 
in coastal harbor areas and on inland 
waterways will be expanded. It is also 
intended to explore the possibilities of 
other radiotelephone service, including 
service to railroad trains and airliners. 


Complexity Will Challenge Ingenuity, 
Skill 


HESE notes have outlined only the 
general shape of the most press- 
ing postwar tasks. There are others. 
For example, such service betterment 
programs as the following are to be re- 
sumed as soon as it is possible to do so: 
removal of old-type telephones and 
their replacement with modern sets, re- 
placement of manual PBX’s by dial, 
supersedure of older types of wiring 
plans by key-sets, replacement of old 
dials which are noisy, modernization of 
public telephones, and so on. 
Of all the problems involved, not the 
least is that of keeping the public in- 
formed as to the complexity of the 


change-over program and the time it 
will require. 

The over-all undertaking is going to 
cost a lot of money. It will probably 
be necessary to expend a billion dollars 
almost immediately after the war, and 
another billion within a very few years. 
Large amounts of new capital will be 
required. To attract this money in com- 
petition for the investors’ dollars, the 
system’s earnings must be maintained 
at adequate levels. This fact takes on 
tremendous importance when we face, 
as we have briefly done here, the many 
things which must be accomplished in 
the immediate postwar years. 

The problems associated with chang- 
ing over to peacetime development and 
production will be very real at the Bell 
Telephone Laboratories and the plants 
of the Western Electric Company. 
Similarly, the process of catching up 
and of doing the many things that we 
want to do will challenge the ingenuity 
and skill of each of the telephone com- 
panies of the Bell system. 

In the postwar period, as in the war 
years, we will continue to need the con- 
siderate help and codperation of the 
public. We will have to call upon the 
men and women of the Bell system to 
supply imagination, energy, and cour- 
age as freely then as they give it now. 
Our capacities will be taxed to the ut- 
most but we look ahead confidently. 
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Power in the Réle of Martha 


AY, fetes attention has been focused on the spectacular production 
records of war plants and we all ppt their accom- 


plishments with sincere admiration. But behind the manufacturers’ record 

of achievement is the basic factor of electricity supply—the medium 

and agent that has been available in sufficient quantities to make all this 

production possible. Its story may not appear dramatic, but it has been 
such an essential factor that its maintenance has been vital.” 
—CHares Y. FREEMAN, 

Chairman, Commonwealth Edison Company. 
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Government Utility 
Happenings 


Aue for making publicly owned 
utilities bear a large share of tax 
responsibility received support last 
month, as a result of an Ohio Supreme 
Court decision holding Cleveland’s 
municipal transit system subject to taxa- 
tion. Governor Frank J. Lausche of Ohio 
has already intimated that the decision 
will affect not only the Cleveland transit 
property but other municipally owned 
utilities, such as water, light, and steam. 
There is also possibility that municipal 
utilities might be subjected to the state’s 
corporation franchise tax and the state 
utility excise tax—the latter of which is 
3 per cent. In its opinion, the Ohio court 
stated : 

There can be little doubt that the trans- 
portation of property from place to place 
by means of a transit system consisting of 
street railways or bus lines is in no sense a 
governmental function and where a munici- 
pality owns or operates such a system for 
the convenience of the public it is engaged 
in a private competitive business for profit, 
and while such property is publicly owned, 
it is not used exclusively for a public pur- 
pose. 


Asserting it was common knowledge 
that the city had already paid off almost 
half the revenue bonds in its three years 
of operation of the utility, the court said: 
“We think that is cogent evidence that 
the city has entered the field of private 
competitive business for profit.” 


* * * * 


HE Republican congressional vic- 

tory in Montana was somewhat dis- 
appointing to supporters of the Missouri 
Valley Authority project. State Senator 
D’Ewart, who won a 7-to-6 victory over 
his Democratic opponent to succeed the 
late Representative O’Connor in the nor- 
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mally Democratic eastern Montana dis- 
trict, campaigned openly against MVA. 
He announced that his election indicated 
that eastern Montana voters are opposed 
to MVA. 

U. S. Senator Murray, Democrat of 
Montana, author of the MVA Bill, took 
such an active part in campaigning 
against D’Ewart that his absence from 
Washington was responsible for the 
delayed hearings on the MVA Bill before 
the Senate Irrigation and Flood Control 
Committee. Hearings will not begin until 
September 15th. 


* * * * 


CTION of the Senate on June 21st in 
confirming the nomination of 
Claude R. Wickard to the post of admin- 
istrator of the Rural Electrification Ad- 
ministration is not generally regarded in 
Washington as certain to put an end to 
the controversy which has been raging 
about internal affairs in REA headquar- 
ters. Because the party lines supporting 
the administration held fairly firm, the 
former Secretary of Agriculture was 
approved for his new job by decisive vote 
over a hopeless minority, consisting 
mostly of Republican Senators. 
But the final confirmation vote of 56 to 
6 was preceded by some debate on 
June 18th and June 19th in which Wick- 
ard’s critics were led by Senator Ship- 
stead (Republican, Minnesota). The 
Minnesota Senator inserted in the Record 
his own report for the minority of the 
Agriculture and Forestry Committee, to 
the effect that apprvoal of Wickard was a 
“complete repudiation of the following 
four actions of the United States Sen- 
ate.” These were listed by Senator Ship- 
stead as follows: 
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1. The unanimous report of the sub- 
committee of the Senate Agriculture 
Committee indicting the administra- 
tion of REA by Mr. Wickard as 
Secretary of Agriculture and recom- 
mending that REA be separated from 
control of the Agriculture Department 
as quickly as possible. 

2. The Senate committee’s vote upon 
the request of 813 REA co-ops to re- 
store the independence of REA by re- 
moving it from Agriculture Depart- 
ment control. 

3. The action of the Senate Agri- 
culture Committee in unanimously re- 
porting a bill to increase the lending 
authority of REA, which included an 
amendment to separate REA from the 
Department of Agriculture. 

4. The unanimous passage on May 
14, 1945, by the Senate of the same 
bill after having been “advised in great 
detail of the maladministration of 
REA by Mr. Wickard.” 


Senator Shipstead also inserted in the 
Record editorials from the St. Louis 
Post Dispatch calling for an investiga- 
tion of the Wickard appointment and 
calling upon Mr. Wickard to “remove 
himself from consideration” or, as an 
alternative, for Senate defeat of his con- 
firmation. Other editorials from the St. 
Louis Star-Times referred to former 
Secretary of Agriculture Wickard’s 
“bungling” in REA matters and Presi- 
dent Truman’s appointment of him as 
unwise. 


HE so-called “rebellion” among 

REA co-ops which have been crit- 
ical of REA management since the res- 
ignation of Harry Slattery, and have 
been in favor of restoring REA inde- 
pendence, still continues to echo in the 
form of letters to Congressmen and 
Senators. Whether Mr. Wickard, now 
that his appointment has been confirmed, 
can dissipate this criticism, by his admin- 
istrative efforts, is a source of specula- 
tion among Washington analysts. So far, 
the agitation does not show any signs of 
dying down. A recent poll taken by the 
National Rural Electric Codperative As- 
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sociation on whether REA should be 
divorced from Agriculture’s control is 
said to be running heavily in favor of 
“independence.” 

However, it is to be expected that with 
Mr. Wickard confirmed in office, there 
will be a tendency on the part of REA 
co-ops to give up quarreling with the top 
official controlling REA purse strings. 

Another repercussion in the confirma- 
tion of Mr. Wickard as REA Admin- 
istrator was believed to be the lessening 
of chances that the House would approve 
the Lucas Bill already passed by the 
Senate. This bill (S 89) included the 
controversial Shipstead amendment to 
divorce REA from Agriculture. In fact 
there was some indication that the Tru- 
man administration had joined REA ef- 
forts to sidetrack the Lucas Bill with 
an alternative measure providing more 
liberal appropriation for REA. Early in 
June the Budget Bureau forwarded to 
the House Appropriations Committee a 
request (H Doc 208) for $160,000,000 
for REA, to be included in an urgent 
deficiency bill for the coming fiscal year. 
This item of $160,000,000 would be in 
addition to $80,000,000 already provided 
in the regular Agriculture Department 
appropriation, thereby making the total 
of $240,000,000, together with some ad- 
ditional allowance for administrative ex- 
penses. 

This is much more than REA would 
get under the Lucas Bill. REA Deputy 
Administrator Nicholson explained that 
the increase (REA originally asked for 
$230,000,000 which was “shaved” by 
Budget to $160,000,000) was sought in 
view of the recent WPB order removing 
restrictions with respect to electric line 
extensions in rural areas. A heavy back- 
log of these projects “all ready to go” 
has been accumulating during war years. 

This deficiency appropriation for 
REA would cut some of the ground from 
under the “rebel” REA codperatives, 
which have been protesting Wickard’s 
nomination to head REA, by placing 
them in the position of fighting against 
more appropriations for REA. Present 
prospects are that the Lucas Bill, al- 
though unanimously approved by the 
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GOVERNMENT UTILITY HAPPENINGS 


Senate, will be tied up in the House In- 
terstate and Foreign Commerce Com- 
mittee until the House gets a chance to 
pass the urgent deficiency bill to give 
REA the more liberal appropriation 
without any strings attached. After that, 
it is likely that no further effort will be 
made to restore REA independence and 
the Lucas Bill will die in committee. 


* * * * 


CONGRESSIONAL fight over Interior 

Department appropriations is the 
result of the Senate’s action last month in 
restoring $39,000,000 to the Interior De- 
partment Appropriations Bill. As 
passed by the House, this bill carried 
$101,242,628. The Senate action not 
only restored virtually all funds origin- 
ally requested by the Budget Bureau un- 
der President Roosevelt but includes two 
controversial items of special utility in- 
terest which had been eliminated by the 
House. One of these was an item of 


$115,300 for planning of the Delta steam 
power plant; the second, $100,000, was 
also to plan transmission lines from the 


Shasta dam—both part of Interior De- 
partment’s program to promote sale of 
power as part of the Central Valley proj- 
ect. The debate waged against these two 
items in the Senate indicated that there 
is some fear that the Interior Depart- 
ment is attempting to drive the opening 
wedge for entering the transmission and 
distribution phase of electric power oper- 
ations to supplement its already tremen- 
dous stake in hydroelectric investment. 
On June 18th the House sent a mes- 
sage to the Senate announcing its dis- 
agreement with the Senate amendments 
making the Interior Department appro- 
priations in question. Thereupon the Sen- 
ate, on motion of Senator Hayden 
(Democrat, Arizona), voted to insist 
upon its amendments and carry the dif- 
ference to a conference with the House. 
The president pro tem of the Senate ap- 
pointed the following members to repre- 
sent the upper chamber in the confer- 
ence: Hayden (Democrat, Arizona) ; 
McKellar (Democrat, Tennessee) ; 
Thomas (Democrat, Oklahoma) ; O’Ma- 
honey (Democrat, Wyoming); Green 
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(Democrat, Rhode Island); Guerney 
(Republican, South Dakota); Burton 
(Republican, Ohio) ; Wherry (Republi- 
can, Nebraska). 

The House won a similar conference 
clash with the Senate in the last session. 
Representative Johnson (Democrat, Ok- 
lahoma), who led the House Appropria- 
tions Committee fight against the Interior 
Department, indicated that he would stay 
in the House until the bill is disposed of, 
although he was nominated by President 
Roosevelt and confirmed by the Senate 
for a judgeship on the court of custom 
appeals in New York. 


x * * * 


| ye soe Chief Raver is defend- 
ing Bonneville Administration’s low 
wholesale power rate of $17.50 per horse- 
power year. Congressional critics are 
contending that not only is the invest- 
ment allocated in both Bonneville and 
Grand Coulee to power development less 
than it should be, but also that income 
from the $17.50 rate is not enough to 
pay the cost of the development with 
proper charges during the time allotted 
for amortization. The published hearings 
of the House Apprepriations subcom- 
mittee indicate some subcommittee mem- 
bers contend that supporting data sup- 
plied by the Bonneville Administration 
on this point are unsatisfactory. Rep- 
resentative Johnson (Democrat, Okla- 
homa), subcommittee chairman, was par- 
ticularly critical, and Representative 
Jones (Democrat, Ohio) claims that only 
a congressional investigation will give the 
people proper light on the subject. 

The ICC freight rate decision and al- 
leged private utility opposition are two 
latest arguments used by Raver to jus- 
tify Bonneville’s wholesale power rate. 
In a recent speech before businessmen in 
Missoula, Montana, Raver said: 

The Bonneville Power Administration 
has long recognized the importance of cor- 
recting inequities in our freight rate struc- 


ture, and we have consistently urged that our 
present high class rate levels be investigated. 


He asserted that the Bonneville Ad- 


ministration’s $17.50 wholesale power 
rate is the “strongest magnet in the 
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world” for attracting new industries to 
that section, and that upon its mainte- 
nance “depends, in a large measure, the 
answer to whether the Pacific Northwest 
will go forward . . . or revert to the 
semicolonial status which for so long has 
been the unfortunate lot of this section.” 

Referring to private utility opposition, 
Raver said the Bonneville rate is “under 
. .. Vicious attack”—there being a “con- 
certed movement on foot to .. . raise it to 
$33 per kilowatt-year.” (The latter fig- 
ure is the rate for Boulder dam power 
delivered in Los Angeles and the con- 
templated rate for power from Shasta 
dam delivered in San Francisco.) Raver 
added that “the attempt to increase our 
wholesale rate is nothing more nor less 
than a scheme dreamed up by the private 
utility companies to prevent the expan- 
sion of our transmission system under 
the $17.50 rate.” 


x * * * 


ONTINUED progress in the disposi- 
tion of its interests in utility prop- 


erties is being made by the Cities Service 
Company with sale of one property ex- 
pected to be completed by the first of the 
month, an offer having been received for 
another, and negotiations under way for 
an additional subsidiary, it was learned 
last month. No new developments were 
reported in connection with Arkansas 
Natural Gas Corporation, although 
eventual divestment of this unit was ex- 
pected. Next development scheduled in 
connection with Arkansas was a hearing 
in New Orleans in October on an appeal 
from an order of the Securities and Ex- 
change Commission. 

Sale of East Tennessee Light & Power 
Company to the Tennessee Valley Au- 
thority for $3,680,000 was expected to 
be completed by July Ist. Proceeds 
would be used to reduce bank loans of 
Cities Service Power & Light Company, 
of which East Tennessee is a subsidiary. 
Agreement for sale of the property be- 
came effective December 31, 1944, and a 
memorandum agreement was signed on 
March 3, 1945. The closing date of sale 
was expected within a short time. A 
bid has been received from an engineer- 
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ing firm for the Federal Light & Trac- 
tion subsidiary, Trinidad Electric Trans- 
mission, Railway & Gas Company, lo- 
cated in Colorado, and the near-by Daw- 
son division of New Mexico Power Com- 
pany, also a Federal Light & Traction 
subsidiary. Negotiations were under- 
stood to be under way for the sale of 
the Sheridan County Electrical Com- 
pany, another subsidiary of Federal 
Light & Traction Company. 

Cities Service recently obtained an ex- 
tension of one year from May 5, 1945, 
within which to comply with orders in 
accord with the Public Utility Holding 
Company Act. Final divestment of Cities 
Service from the public utility field was 
not expected until Cities Service Power 
& Light holdings have been reduced to 
its Ohio companies permitted to be re- 
tained by the SEC. 


* * * * 


ATTHEW WOLL, vice president of 
the American Federation of La- 
bor, last month called the St. Lawrence 
waterway and power project a scheme to 
utilize “millions of American dollars to 
employ Canadian labor” and said that 
he was certain an “overwhelming ma- 
jority” of AFL members wouid oppose 
it. Speaking at a luncheon meeting of the 
New York State Conference in Opposi- 
tion to the St. Lawrence Project in the 
Pennsylvania, Mr. Woll said that the 
project would adversely affect 650,000 
American coal miners, as well as railroad 
workers, merchant seamen, and water 
front workers in Buffalo and other large 
American lake cities. Canadian industry 
now buys nearly 17,000,000 tons of 
American coal annually, he said, but even 
with only a 14-foot channel down the St. 
Lawrence “we have been steadily losing 
a part of the Canadian market for our 
coal.” 

As to the power phase of the project, 
he said he was convinced that if there 
should ever be a power shortage in the 
United States, additional facilities could 
be made available quickly and economi- 
cally by the erection of steam plants. Car- 
roll B. Huntress, vice president of Re- 
public Coal & Coke Company, presided. 
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Wire and Wireless 
Communication 


NEW version of the so-called Hill 

Bill to provide new rural tele- 
phones and rehabilitate existing farm 
phone systems was introduced by Sena- 
tor Hill, Democrat of Alabama, on June 
6th and referred to the Senate Commit- 
tee on Agriculture and Forestry.. The 
new Hill Bill (S 1115) differs from the 
earlier Hill Bill (S 73) chiefly in that it 
would amend the Rural Electrification 
Act so as to authorize the administrator 
of REA to make loans for rural telephone 
facilities. The earlier Hill Bill would 
have set-up a Rural Telephone Adminis- 
tration to operate independently of REA. 

Other than proposing that rural tele- 
phone loans be dispensed by REA, the 
new Hill Bill makes only two changes 
from the earlier Hill measure. One of 
these would be to insure that nothing in 
the act would interfere with the jurisdic- 
tion of the state commissions over tele- 
phone companies. The other change 
would give the administrator of REA 
discretion to recommend the installation 
of either land wire telephone facilities or 
voice carrier systems or radiotelephone 
facilities. 

Other provisions of the earlier Hill 
Bill are included in the new version. 
These provide for loans at 1} per cent, 
not to exceed thirty-five years, with pref- 
erences to be made to the following 
classes of borrowers: people’s utility dis- 
tricts, co-ops, mutual companies (in- 
cluding REA co-ops), states, territories, 
municipalities, and other political sub- 
divisions; and small telephone systems 
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rendering service to not more than 10,000 
subscribers. 


OTH versions of the Hill Bill define 
“rural area” to mean any areas in- 
cluding cities, villages, etc., having a 
population not more than 10,000. Both 
require that “at least 20 per cent of the 
loans allotted yearly to each state be made 
available for loans to telephone compa- 
nies where total subscribers are less than 
1,000.” The new bill authorizes REA 
loans up to $50,000,000 a year from the 
RFC, plus a direct appropriation to the 
REA for such loans of $25,000,000 for 
the fiscal year ending June 30, 1946. 
Several routine provisions of the 
earlier Hill Bill (such as those providing 
for foreclosure and for nonpartisan ac- 
tivities) are omitted from the new Hill 
Bill, because they are already included in 
the REA Act which the new Hill Bill 
would become a part of, if enacted. A 
companion bill was introduced in the 
lower chamber (HR 3501) by Repre- 
sentative Patrick (Democrat, Alabama). 


x* * * * 


HE National Telephone Panel on 

June 9th unanimously approved the 
voluntary application of the American 
Telephone and Telegraph Company, 
Long Lines Department, for a $4-a-week 
general wage increase and a shorteping 
of the wage progression schedules from 
ten to nine years for approximately 1,- 
300 traffic department employees in the 
Philadelphia and Pittsburgh exchanges. 
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The panel’s approval was based on the 
wage stabilization policy for the tele- 
phone industry as outlined in the panel’s 
policy report and unanimously adopted 
by the National War Labor Board. 

Under the new wage schedule, the rates 
for the traffic department operators will 
range from a starting rate of $23 a week 
to a weekly maximum of $34. 

The panel also approved the agree- 
ment of the company and the Federation 
of Long Lines Telephone Workers, in- 
dependent, representing the employees, 
to have June 18, 1944, as the retroactive 
date for $1 of the general increase and 
a retroactive date of January 15, 1945, 
for the remaining $3, as well as for the 
shortened progression schedule. 

The union’s demand for a wage in- 
crease originally was certified as a dis- 
pute to the National War Labor Board. 
Subsequently, however, the parties 


agreed on the wage issue and submitted 
a voluntary application. 


* * * * 


HE War Production Board last 

month authorized increased instal- 
lation of new facilities by telephone and 
telegraph companies. This action was 
taken through amending U-3. Except for 
buildings, these communications concerns 
may install facilities of any dollar value 
on an unrated basis, without prior ap- 
proval by WPB. In the case of buildings, 
those requiring up to $25,000 of mate- 
rials may be constructed on an unrated 
basis without specific authorization. The 
limit previously was $10,000. 

The amended U-3 eliminates assign- 
ment of a CMP allotment symbol or 
preference rating for delivery of material 
to be used in building construction. 


* * * * 


EAPPOINTMENT of former Governor 
Norman S. Case of Rhode Island 

as a member of the Federal Communica- 
tions Commission for another 7-year 
term beginning July Ist was a matter of 
considerable doubt. Although President 
Truman must appoint a Republican to 
the post at that time, congressional 
sources reported that Senator Wallace H. 
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White of Maine, Republican Senate 
leader, has recommended a candidate of 
his own. 

Senator Austin, Republican of Ver- 
mont, was reported sponsoring the ap- 
pointment of ex-Governor Wills of Ver- 
mont. 

* * * * 


HE Federal Communications Com- 

mission en banc on June Sth adopted 
an order directing the Commercial Cable 
Company to suspend all charges and 
credits with respect to its plan of ac- 
counting for the reduction of its capital, 
pending submission of proof as to the 
amount properly includible in its capital 
surplus accounts and, in the interim, or- 
dering certain accounting entries to be 
made. The order instituted an investiga- 
tion into the accounting performed and 
the accounts, records, and memoranda 
kept by the company with respect to all 
transactions affecting its surplus ac- 
counts. 

* * * * 


HE program of tests of FM trans- 

mission in the 44- to 108-megacycle 
region of the spectrum which was started 
in connection with the Federal Commu- 
nications Commission’s allocation studies 
will be continued to obtain propagation 
data needed in determining standards for 
making station frequency assignments in 
all services in this portion of the spec- 
trum. 

The need for this type of information 
was revealed in the recent allocation 
hearings. While there was much opinion 
testimony regarding propagation char- 
acteristics of frequencies in this portion 
of the spectrum, there was comparativel 
little factual information available, it 
was said. 

The FCC said that among the specific 
problems for which these tests should de- 
velop information are the problem of the 
proper distance between stations operat- 
ing on the same and adjacent channels 
and the field intensities required for the 
various services under different condi- 
tions. Following the tests in the 44- to 
108-megacycle region, the commission 
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WIRE AND WIRELESS COMMUNICATION 


plans to extend the studies in codperation 
with industry to higher portions of the 
spectrum. 

Eleven pioneer manufacturers of fre- 
quency modulation radio equipment have 
filed a protest with the FCC against the 
“delay in determining the final FM chan- 
nel allocations,” it was announced in New 
York early last month. Those who signed 
the protest, which was sent to the FCC a 
few days after a meeting of the manu- 
facturers, were representatives of Ans- 
ley Radio Corporation, Espey Manufac- 
turing Company, Freed Radio Corpora- 
tion, Garod Radio Corporation, General 
Electric Company, Meissner Manufac- 
turing Company of Mount Carmel, IIli- 
nois, Piolot Radio Corporation, Scott 
Radio Laboratories of Chicago, Strom- 
berg-Carlson Company, Rochester, and 
Zenith Radio Corporation, Chicago. 

The FM concerns cited that “further 
postponement on the part of the FCC 
represents a serious threat to the postwar 
future of the entire radio industry,” and 
may create widespread unemployment. 

Protests already had been filed with 
the FCC recommending prompt action in 
assigning definite bands for FM and tele- 
vision. 

* * * * 


A SIGNIFICANT type of experimenta- 

tion looking toward the develop- 
ment of a broad-band microwave radio 
relay system was approved last month 
when the Federal Communications Com- 
mission granted the Raytheon Manufac- 
turing Company construction permits for 
five experimental radio relay stations to 
be installed between Boston and New 
York city. The stations will be located at 
New York city; Lexington, Massachu- 
setts; Bristol and Tolland, Connecticut ; 
and Webster, Massachusetts. 

The construction permits authorize 
five new experimental Class 2 point-to- 
point radio stations to develop new tech- 
niques for the transmission and relaying 
of high definition and color television 
programs, high-fidelity FM programs, 
and telegraph, telephone, and facsimile 
communications. An important phase of 
the experimental program provides for 
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the development of a system of aeronat- 
tical safety communications, aircraft 
traffic control, and an automatic report- 
ing service on the positions of aircraft 
which would be provided simultaneously 
with transmission of FM and television 
programs and other point-to-point com- 
munications. 

The stations will operate with a maxi- 
mum power of 100 watts on frequency 
bands to be assigned by the commission’s 
chief engineer. 

The radio relay system proposed by 
Raytheon is similar to those under con- 
struction at Boston and New York by the 
American Telephone and Telegraph 
Company and at Washington, D. C., New 
York city, Schenectady, and New Scot- 
land, New York, by International Busi- 
ness Machines Corporation and the Gen- 
eral Electric Company. Similar experi- 
mental grants had been made earlier by 
the commission to the Federal Telephone 
& Radio Corporation for construction of 
three experimental Class I radio stations 
near New York city to develop new radio 
relay systems and to the Western Union 
Telegraph Company for a chain of four 
broad-band ultra- and superhigh fre- 
quency relay stations. 

In authorizing the experimentation by 
Raytheon between New York and Bos- 
ton, the commission pointed out this does 
not mean that it has made a determination 
that it will hereafter authorize the com- 
pany to use these stations commercially 
or to engage in the activities of a com- 
munication common carrier for hire. 


* * * * 


RIVATE communications firms of the 

United States will be given Federal 
aid in competing with British govern- 
ment-controlled systems, Paul Porter, 
chairman of the Federal Communications 
Commission, told a press conference in 
Rome recently. 

“I see no reason, however, why the 
United States should maintain govern- 
ment control over the communications 
setup,” he declared. 

Mr. Porter accompanied a Senate 
group to Europe to study communica- 
tions conditions there. 
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REPRODUCTION OF THE ORIGINAL OF THE FIRST FULL-POWERED 


STATE COMMISSION UTILITY RATE ORDER 


It is THEREFORE ORDERED, That the petitioner in this 
ease, the La Crosse Gag and Eleotric Company, in lieu of the rate, 
it now charges for electric current. for lirphting and power 
siall substitute the following maxima rates, 

Lighting Rates 
Tho service churgo on all lighting and installations siall 
2 one dollar and ocichty cents per year por sixteen c-ndle power 
law, or ec uiv:lent demmnd, on onc-tlird of connected installa+io 
or .fwp one-third of the comocted instailation i3 considerod to 
be tiw docand. 

Tho metcr vato for a conswiption oquivilont to sixty horrs 
or less »or nonth per cach dustullation o:.all be svven and ‘ono 
half cents pe> kilowatt hour, 

The retcr rate for a conswaption equivalent to nore tian 
sixty hours per month per each installation shall be six cents 
per kilowatt. hour, 

Tho meter rate for "Patrolled Service® - or for signs and 
other installations with fixed hours of uso sll be five cents 
per kilowat: hour. 

Tho service charge shall bo twenty-seven dollars por year 
per horso power demanded, 

The metor rate for less than fivo hors per day per horse 
power demanded shall be five ocnts per kilowatt hour, 

The meter rate for cver five hours, but not exceeding ten 
hours per day per horse power demanded shall be threo cents per 
Kilowatt hour, 

The meter rate for over ten ‘hours per. day for horse power 


demanded shall be two cents per kilowatt hour? 
Dated this /74, day of September, A. D. 1907. 


i RAILROAD COMMISSION OF WISCONSIN 


Sard 
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and 
Comment 


By OWEN ELY 


Supreme Court to Pass on 
“Death Sentences” 


HE decision of Chief Justice Stone 

to qualify himself has permitted the 
Supreme Court to obtain the necessary 
quorum of six members to hear the four 
important cases on its calendar, involv- 
ing constitutionality of § 11 of the Hold- 
ing Company Act. Appeals against SEC 
“death sentences” have reached the court 
during the past two years from North 
American Company, American Power & 
Light, Electric Power & Light, and En- 
gineers Public Service. Assuming that 
the court gives these cases the priority 
on its docket which their importance war- 
rants, decisions might be forthcoming 
early in 1946. 

The court may settle such issues as the 
following: (1) Is the SEC correct in in- 
terpreting the loosely worded provisions 
of § 11 to mean that a holding company 
system must be limited to properties in 
a given state, and states adjacent thereto ; 
(2) can a system (such as Engineers) be 
forced, within a relatively short time, to 
choose the system it wishes to retain, 
with the SEC making the choice if the 
company refuses to do so; (3) must im- 
portant systems such as Electric Power 
& Light and Columbia Gas surrender 
either their gas or electric interests; (4) 
what minor services can be considered 
“reasonably incidental”; (5) does the 
Federal government have power to dis- 
solve a corporation? (One of the briefs 
to be filed with the high court holds that 
only a state has this power.) 

One important argument which may 
be advanced by the utilities is that indus- 
trial as well as utility holding companies 
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should be subject to the act. North 
American Company contends that, if 
Congress has constitutional power to 
order compulsory divestiture of utility 
properties, it is equally authorized to fix 
the number of factories that an indus- 
trial concern might be permitted to have, 
or the number of branches that a mer- 
cantile establishment could maintain. 


| ie one of its earlier briefs the SEC ex- 
pressed grave doubt whether there 
was any advantage in managing operating 
properties from a “remote financial cen- 
ter,” and also pointed to “the dangers 
accompanying concentration of power in 
the hands of a small group.” But these 
same arguments could well be used (and 
have been used in the past in connection 
with antitrust investigations) against 
industrial companies and railroads. They 
might also apply against the Federal gov- 
ernment itself, which does not hesitate 
to regulate from Washington conditions 
in the remotest hamlet of the country. 


* 


Utility Market Continues in 
Uptrend 


|B freer stocks have remained surpris- 
ingly strong in recent weeks and this 
is reflected in a decline in the average 
yield of 49 electric-gas operating com- 
pany stocks to 5 per cent compared with 
5.17 per cent in April. (See table, 
page 48.) The average stock is now 
selling at 15.7 times the latest published 
share earnings. The range varies widel 

—from 8.8 for Puget Sound Power & 
Light to 23.7 for Hartford Electric 
Light. The ratio for Puget Sound is 
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probably too low, since that company’s might approximate 10—about the same 
earnings include nonrecurring tax sav- as for its neighbor, Mountain States 
ings. Adjusting for this factor the ratio Power. Both companies are in the “pub- 


e 


ELECTRIC-GAS OPERATING COMPANY STOCKS 


Where Price Div. 
Traded About Rate About 


Arkansas-Missouri Power $ 50 43% $1.57 
Black Hills Power & Light 1.20 7 1.82 
Boston Edison 2.00 2.19 
California Electric Power .45* 
Central Hudson G&E 
Central Illinois E&G 
Central Vermont P. S. 
Cleveland Elec. Illum. 
Commonwealth Edison 
Community Public Service 
Connecticut Light & Power 
Connecticut Power Oo 
Consolidated Edison of N. Y. ........ S 
Consolidated Gas (Baltimore) 
Duke Power 
Delaware Power & Light 
Derby Gas & Electric 
Detroit Edison 
Empire District Electric 
Fitchburg G&E 
Hartford Electric Light 
Houston Lighting 
Idaho Power 
Indianapolis Power & Light 
Lynn Gas & Elec. 
ichigan Public Service 
Missouri Public Service 
Missouri Utilities 
Montana Dakota Utilities 
Mountain States Power 
New Orleans Public Service 
Newport Electric 
Pacific Gas & Electric 
Pennsylvania Water & Power 
Philadelphia Electric 
Public Service of Colorado 
Public Service of Indiana 
Puget Sound Power & Light 
Rockland Lt. & Power 
San Diego Gas & Elec. ............. O 
Sierra Pacific Power 
Sioux City Gas & Elec. ............. O 
Southern Calif. Edison S 
Southwestern Public Service 
Tampa Electric 
ids owkcece nieuwe oa Oo 
West Penn Power 
Western Mass. Cos. 
Wisconsin Elec, Power 


Averages “5.00% 


S—New York Stock Exchange. C—New York Curb. B—Boston Exchange. 
counter. 

*On June Ist a quarterly payment of 15 cents was made compared with 10 cents previously ; 
if a 60-cent annual rate is assumed yield would be 6 Per cent, 

**Less Wisconsin 3 per cent tax. 
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lic power zone” in the Northwest, and the 
stock prices are affected by fears that 
Bonneville and the PUD’s may make re- 
newed efforts to acquire distributing 
facilities from private companies in this 
territory. 

During the past quarter utility stocks 
have advanced faster than industrials, 
and about as fast as the rails. Utility op- 
erating stocks of the more conservative 
type have gained about 7 per cent and 
holding company issues 16 per cent, com- 
pared with 10 per cent for the rail aver- 
age and 3 per cent for a large group of 
industrial stocks. These utility averages, 
however, do not reflect some of the ex- 
treme movements in the holding company 
group. 

Some very low-priced issues, such 
as Central & South West Utilities, 
North American Power & Light, United 
Corporation, Electric Power & Light, 
American Power & Light, etc., have en- 
joyed large advances percentagewise, 
some of them now selling 4 or 5 times 
the levels of early this year. Some of the 
holding company preferred stocks, in- 
volved in pending plans, have also gained 
rather sharply. 


T is difficult to justify current quota- 

tions for some of the low-priced hold- 
ing company issues on the basis of pend- 
ing or probable integration plans. Pos- 
sibly some purchasers are hopeful that 
the Supreme Court or Congress will 
eliminate the worst features of the Hold- 
ing Company Act, so that the low-priced 
equities will recover greater “leverage” 
than they enjoy under the recap formulas 
(which usually give the junior stock 5-15 
per cent of assets). Unfortunately, some 
purchasers merely act on tips that these 
low-priced issues are “going up”—such 
rumors have been heard frequently in the 
financial district of late. Human nature 
being what it is, some misguided enthu- 
siasm is probably unavoidable, but the 
utility companies should do their best to 
discourage unfounded rumors and gos- 
sip used to support unwarranted values. 

The SEC recently issued a warning 
with respect to certain Associated Gas 
issues. 
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SEC Permits Larger Funded 
Debt for NEPA 


EW ENGLAND Power ASSOCIATION 

filed a simplification plan with the 
SEC in March, 1944, but the commission 
on June lst proposed certain changes. 
The SEC agreed with the company’s in- 
formal proposai that the funded debt of 
the new holding company be increased 
from $60,000,000 to $85,000,000, in 
order to eliminate entirely a proposed is- 
sue of $71,347,000 preferred stock. How- 
ever, it specified that the holding com- 
pany bonds must have an adequate sink- 
ing fund and effective restrictions with 
respect to dilution of the debt coverage. 

This is another example of the com- 
mission’s more liberal views, over the 
past year or so, with respect to recapitali- 
zation programs. The formula of 50 per 
cent debt, 25 per cent preferred stock, 
and 25 per cent common, indicated in the 
original proceedings against New Eng- 
land Gas & Electric and in some other 
cases, has been largely abandoned as too 
rigid. 

The SEC now permits a heavier debt 
ratio where this is necessary to sim- 
plify the holding company capital struc- 
ture, or to facilitate refunding operations 
in the case of a heavily capitalized op- 
erating company. In this connection the 
commission has doubtless recognized 
three points : (1) the fact that the present 
Federal tax system penalizes companies 
with low debt, (2) the heavy readjust- 
ment burden imposed by substantial plant 
write-offs, and (3) the desirability of 
limiting holding company capital struc- 
tures to two classes of securities. 


the case of New England Power, the 
pro forma consolidated balance sheet 


presented with the plan stated the capital 
account at $420,400,000, but reference 
was made in a footnote to write-ups of 


about $81,900,000. Deducting this 
amount and the depreciation reserve of 
$74,900,000 leaves a net figure of $263,- 
000,000, to which could be added current 
and miscellaneous assets of $40,000,000, 
making a total of $303,000,000. As ex- 
pressed in percentages of this amount, 
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the original and modified plans would 
be as follows: 


Original Modified 
27% 
7 


Subsidiaries— 
Funded debt.... 
Preferred stocks. . 
Minority interest . 4 4 
Holding Company— 
Funded debt ... 20 28% 
Preferred stock .. 23 “i 
Common (equity) 19 34 


100% 100% 
¥ 


1945 Construction Budget 
Increases 


7. construction expenditures by 
electric utility companies, municipal 
plants, and rural cooperatives last year 
totaled $273,000,000, the lowest figure 
since the period 1933-35. During the dec- 
ade 1922-31 annual expenditures aver- 
aged $750,000,000, but in the lean 1930’s 
only about $380,000,000 per annum was 
spent. During 1940-42 expenditures aver- 
aged over $600,000,000 annually, but, due 
to labor and material shortages, dropped 
to less than half that figure for 1943-44. 

For the next twelve months the pri- 
vately owned gas and electric companies 
appropriated $405,000,000 for expan- 
sion of facilities and equipment, accord- 
ing to a summary in The New York 
Times. This is said to be about 50 per 
cent greater than the amount spent last 
year. (The figures are not closely com- 
parable with those quoted above, which 
included some public power companies 
and were for electrical plant only.) It 
was estimated that, if the WPB’s recent 
relaxation of controls on expansion were 
implemented by available man power and 
materials, the program for the coming 
twelve months would have been increased 
to $600,000,000. 

The figures for capital expenditures 
and budgets vary widely. Thus Electrical 
World in January estimated total expen- 
ditures by the electric light and power 
industry for 1944 at $340,000,000, a 
figure far in excess of the EEI figure de- 
spite the fact that the latter included 
some public power. It was also about 50 
per cent larger than The New York 
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27% 
7 


Times figure. The World’s estimate for 
1945—$663,000,000—was also far ahead 
of the Times figure. 

Figures for some individual systems, 
as compiled by the Times, were as fol- 
lows: 

Consolidated Edison 

Public Service of N. J. ...... 

Electric Bond and Share 

Systems 

Commonwealth & Southern .. 

North American 

American Gas & Electric .. 

Enginecrs Public Service ... 


* Before the end of 1945. 
v 


Puget Sound’s Report Stresses 
Public Power Issue 


HILE the annual report of Puget 

Sound Power & Light for 1944 
appeared only recently, it seems worth 
waiting for. While it is streamlined with 
pictures, charts, and “high lights,” it also 
contains unusually complete statistical 
data, including a 10-year summary of 
operations and special data on electric 
rates and taxes. President Frank Mc- 
Laughlin -is “battling” against public 
power inroads, and instead of ignoring 
the issue, as some companies might do, 
he has devoted ten pages of the report to 
a full and frank discussion of power 
competition, the PUD’s, the Seattle fran- 
chise situation, and the proposals by the 
Bonneville Administrator and by Guy C. 
Myers for over-all acquisition. The gen- 
eral question of public versus private 
power and the future outlook for govern- 
ment power are also treated. In this con- 
nection Mr. McLaughlin quoted at 
length from the PUR Executive Infor- 
mation Service letter of February 23, 
1945, which discussed the new tendency 
to magnify the importance of river ba- 
sins and stressed Secretary Ickes’ desire 
to acquire control of present and future 
river developments. 

Despite the fact that his own company 
has extremely low rates (average resi- 
dential kilowatt-hour revenue 1.7 cents, 
industrial .7 cents), Mr. McLaughlin 
combats the arguments of the Bonneville 
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CUMULATIVE FINANCIAL RESULTS 
OF THE OPERATION OF THE 

BONNEVILLE POWER AUTHORITY 
BASED ON TABLE PRESENTED BY 


REPRESENTATIVE JONES (OHIO) 
(CONG. REC APRIL 28°45 P3877) 


COSTS ALLOCATED TO 
NAVIGATION AND IRRIGATION 
ARE SHOWN THUS: 










































































































































































i NET LOSS 





Edison Electric Institute Bulletin 


GROSS REVENUES 
\ $ 40.636,000 


OPERATING 
DEXPENSES 
$ 13.464.000) 


/ 


OPERATING INCOME 
\ $ 27,272,000 


INTEREST 
ON POWER 
INVESTMENT 
$ 12.718.000 





CASH PROFIT 
% 14,454,000 


DEPRECIATION 
% 5,980,000 
DITIONAL OPERATING 


TOTAL PROFIT ON OWN 
POWER ALLOCATION 


$ 8.474.000 


“4 EXPENSES $900,000 


INTEREST ON 


SNIINVESTMENT IN 


NAVIGATION AND 
IRRIGATION 
& 13,358,000 


ADDITIONAL DEPRECIATION 
OF NAVIGATION & IRRIGN 
3 2.883,000 


TAXES LOST 
# 5.526.000 


ACTUAL LOSS 
BY TAXPAYERS 
£14,194, 000 
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Administration that cheap power will 
make the territory a “beehive of indus- 
trial activity.” He points out that the 
state of Washington has always had 
cheap power and that if power were the 
controlling factor in the location of most 
industry, its cities would be the most 
populous in the country. The cost of elec- 


tricity amounts to only one per cent of the 
value of the average industrial product, 
and factors other than power are far 
more important in determining the loca- 
tion or relocation of the average indus- 
try. Electric rates in the large industrial 
centers of the country are substantially 
higher than in the state of Washington. 


e 


UTILITY SECURITY OFFERINGS OF FIRST HALF OF 1945 


Amount 
(Mills) Tssue 

Bonds 
PG&E Ist ref. 3/79 
New York P&L Ist 23/75 
Central Vt. P.S. Ist 23/75 
Va. E&P Ist 23/75 
Texas Elec. Ser. lst 24/75 
Texas P&L Ist 23/75 
Okla. G&E 1st 232/75 
Northern Pa. Pwr. 1st 23/75 
Ohio Edison 1st 23/75 
Tenn. Gas & Tr. Ist 33/65 
Cap. Trans. Ist & ref. 4/64 
Southwest. P. S. Ist 34/74 
So. Car. Pwr. Ist & ref. 3/75 
Tide Water P. Ist 34/75 
Cent. Ill. E&G 1st 3/75 
Montana Dak. Ut. Ist 3/65 
York Corp. Ist 33/60 
Tide Water P. Deb. 38/55 ........ 
Laclede Gas Lt. Ist 34/65 


Preferred Stocks 
Florida Power Corp. 4% 
Central Ill. E&G 4.10% 
New York P&L 3.90% 
Southwestern P.S. 44% 
Carolina P&L $5 
Dallas P&L $4.50 
Central Tel. Co. $2.50 
Savannah-St. Aug. Gas 5% 
West Va. Water Serv. $4.50 
Tenn. Gas & Trans. 5% 
Calif. Water & Tel. $1.20 
Gen. Waterworks 5% 
Associated Tel. 44% 
Northland Greyhound 33% 


Common Stocks 
Laclede Gas Lt. 
Cent. Vermont P.S. ($1.08) 
Los Angeles Trans. Lines 
Ohio Water Ser. ($.90) 
West Va. Water Ser. ($1) 
Cal. Water & Tel. ($2) 
Cal. Water Service ($2) 
San Jose Water ($2) 
Lake Sup. Dist. Power ($1.207) .... 
Mobile Gas Serv. ($1) 


~*No No public market. 
** Exchanged for old preferred. 
+ Less Wisconsin tax. 
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What Others Think 


A Chronology of Utility Regulation— 
Since “PUR,” 1915-1945 


HEN the first volume of Public 

Utilities Reports was published in 
1915, it ushered in a period of fairly 
complete regulatory operations through- 
out the United States. Only eight years 
previous ‘he states of New York and 
Wisconsin had set up the first full-pow- 
ered regulatory commissions. But other 
states followed so rapidly that by 1915, 
s the birth date of PUR, every state in the 
Union, with the exception of Delaware, 
had established some form of regulatory 
commission having various kinds of ju- 
risdiction over various forms of public 
utilities. For example, in some states the 
jurisdiction was limited to carriers. But 
most of the states had worked out pretty 
complete jurisdiction by law for their re- 
spective regulatory bodies. 

Public Utilities Reports, or “PUR,” 
as it has since come to be known in regu- 
latory circles, came into existence be- 
cause of the need for some centralized 
reporting system for decisions of these 
commissions and court appeals there- 
from. 

True, a number of states had estab- 
lished their own volume reports, but 
publication was delayed to the extent of 
a single volume a year and even some of 
these reports did not contain the full text 
of the decisions, but merely a summary 
of the commission’s work for the state 
legislatures. PUR today remains the only 
national reporting system in the United 
States exclusively devoted to the publi- 
cation of decisions affecting utility regu- 
lation. Through its thirty years of serv- 
ice it has won the recognition of the 
bench and bar, as well as the numerous 
— specialists in the regulatory 

eld. 

A recent brief opinion of the U. S. 
Supreme Court in a telephone case, for 
example, found occasion to recite PUR 
a dozen times. 


B* 1915 some basic tenets of utility 
regulation had been laid down, 
notably the two landmark cases of Munn 
v. Illinois in 1878, which held regulation 
of utilities to be constitutional, and 
Smyth v. Ames in 1898, which laid down 
the rate base requirement for testing 
validity of utility rates. Courts and com- 
missions throughout the land were just 
beginning to apply in its various detailed 
ramifications, the guiding principles of 
regulation laid down by Justice Hughes 
in the 1913 Supreme Court decision in 
the Minnesota rate cases (Simpson v. 
Shepard) 230 US 352. This decision de- 
fines generally the regulatory powers of 
the states and of the Federal govern- 
ment. 

In Willcox v. Consolidated Gas Co. 
(1909) 212 US 19, the pattern of consti- 
tutional “confiscation” as applied to rate 
cases had been defined but not refined. In 
the Knoxville Water Co. Case (1909) 
212 US 1, the troublesome factor of de- 
preciation had been recognized. 

Here follows chronologically a thumb- 
nail digest of the various important 
regulatory decisions which have since 
been handed down in this specialized 
field of law, beginning with that memo- 
rable first volume of PUR: 


1915 


HE most important case of this year 

was the Supreme Court decision in 
Des Moines Gas Co. v. Des Moines, 
PURI1915D 577, which upheld the inclu- 
sion of “going concern value” in deter- 
mining a utility’s rate base. Another im- 
portant decision of that year ruled that 
abuse of service through the improper 
conduct of the utility customer is proper 
justification for discontinuance of serv- 
ice by the utility company. It was so 
held in Southwestern Telegraph & Tele- 
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phone Co. v. Danaher, PUR1915D 571, 
involving a telephone subscriber who 
used profane language. 

One other case decided in this year 
worthy of notice was Chicago, Burling- 
ton & Quincy Railroad Co. v. Wisconsin 
Railroad Commission, PUR1915C 309. 
Here the Supreme Court declared invalid 
a Wisconsin statute requiring the rail- 
road company to offer more service in 
that state than was justified by the vol- 
ume of business. 


1916 


| this year the New York Public Serv- 
ice Commission in Re Ashmead, 
PURI1916D 10 put an end to the trouble- 
some “jitney bus” operation without 
regulatory authority, soon to be followed 
by other states. Another New York case 
decided in this year was People v. Mc- 
Call, PUR1916D 91, in which the New 
York Supreme Court first held that the 
availability of an alternative utility serv- 
ice is an excuse for the failure or refusal 
of a utility to serve. Probably the most 
frequently recited decision of this year 
was the Supreme Court decision in Ter- 
minal Taxicab Co. v. Kutz, PUR1916D 
972, which held taxicabs to be public 
utilities but first made the distinction be- 
tween so-called “contract carriers” and 
those who hold themselves out to serve 
the public generally. Only those in the 
latter class, ruled the court, were sub- 
ject to regulation as utilities. 

Only one case during this year com- 
mands special notice. It was a de- 
cision of the Illinois Supreme Court up- 
holding the right of that state to bar for- 
eign corporations from engaging in pub- 
lic utility service (State Public Utilities 
Commission v. Romberg, PUR1917B 
355). The following states now require 
utilities to be incorporated within the 
state before rendering public service: 
Arizona, California, Illinois, Indiana, 
Minnesota, New Hampshire, New York, 
Ohio, and Wisconsin. 


1917 


I. this year the California Supreme 
Court in Associated Pipe L.ine Co. v. 
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Railroad Commission, PUR1918B 633 
ruled that pipe-line companies ownin 
their own oil fields and transporting only 
their own oil, are not common carriers 
subject to being required to transport oil 
for others. A California statute attempt 
ing to impose regulation on such concerns 
was held invalid. 


1918 


HE Indiana Supreme Court in the 

Peoples Mutual Telephone Case, 
PURI918D 548, made an important 
qualification on the right of a utility to 
be protected from competition. It refused 
to grant an injunction against telephone 
toll connections creating competitive con- 
ditions. 


1919 


HE Pennsylvania Public Service 

Commission handed down an im- 
portant service decision in Bilusich v. 
United Natural Gas Co. PUR1919D 790. 
The commission held that a natural gas 
company cannot refuse to render service 
merely because it does not have a charter 
right to serve a borough in which an ap- 
plicant is located, if in fact it has a dis- 
tribution main available and has actually 
served the area in question. In other 
words, actual profession of service by a 
utility was held to be superior to other 
factors in determining a utility’s obliga- 
tion to serve. 


1920 


ce right of court appeal and review 
of all regulatory orders by state 


commissions was assured by the Supreme 
Court in Ohio Valley Water Co. v. Ben 
Avon Borough, PURI1920E 814. This 
decision (Brandeis dissenting) held in- 
valid a Pennsylvania statute which at- 
tempted to withhold from the courts 
power to examine the issue of reason- 
ableness or confiscation of rates fixed by 
the state commission. 


1921 


I’ Newton v. Consolidated Gas Co. 
PUR1922B 752, the Federal courts 


~ knocked out the old New York gas stat- 
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ute which attempted to fix both rates and 
service standards. This case practically 
sounded the death knell for statutory 
rate making. Thereafter state legislatures 
generally left the details of regulation in 
the hands of the state regulatory com- 
missions. 


1922 


nN this year the Supreme Court de- 
I cided the important Galveston Elec- 
tric Company Case, PUR1922D 159, in 
which Justice Brandeis laid down the 
rule that “past losses,” that is to say, op- 
erating deficits incurred by a utility in 
building up its operations to a profitable 
stage, should not be permitted to be in- 
cluded as useful property in estimating a 
subsequent rate base. A less well-known 
but important decision of the Supreme 
Court in this year was Ortega Co. v. 
Triay, 260 US 103, in which it was held 
that rates fixed by contract between a 
utility and private parties are subject to 
general regulation by the state. 


1923 


TS was a bumper crop year for im- 
portant regulatory decisions by the 
Supreme Court. In the Wolff Packing 
Co. Case, PUR1923D 746, Chief Justice 
Taft annulled an attempt by the Kansas 
legislature to regulate clothing and food 
and other general business lines in a man- 
ner approaching utility regulation of 
rates. In the Bluefield Water Works & 
Improvement Company Case, PUR- 
1923D 11, the court held that the failure 
of the West Virginia commission to al- 
low for increased value of utility prop- 
erty as of the date of inquiry of the orig- 
inal cost of such property had resulted in 
an unjustifiable rate reduction. In the 
Georgia Power Company Case, PUR- 
1923D 1, the “reproduction cost” method 
of rate base valuation was also upheld. 
The Georgia Case contained an impor- 
tant pronouncement against the disallow- 
ance of Federal corporate income taxes 
as operating expenses. Most important 
of these decisions by far was the South- 
western Bell Telephone Case appeal b 

the Missouri commission, PUR1923 
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193, in which the intercorporate services 
at contract rates between Bell system 
companies was sustained by the court 
majority. This decision is recalled chiefly, 
however, .for the celebrated concurring 
opinion by Justice Brandeis in which he 
outlined, exhaustively, various methods 
of rate valuation and developed his pref- 
erence for so-called “prudent invest- 
ment.” 


1924 


it Gallaher v. Southern New England 
Telephone Co. the Connecticut Su- 
preme Court of Errors, PUR1924A 279, 
rendered an important but rather techni- 
cal decision defining the area base rate 
theory for telephone companies. The area 
base rate principle is now generally used 
by gas and electric companies and has 
been endorsed by regulatory authorities. 


1925 


| is Southern Utilities Co. v. Palatka, 
PUR1925D 105, the Supreme Court 
held that the fact that a franchise rate 
contract between a city and utility might 
be changed by the state legislature does 
not destroy its binding effect between 
the parties when it is left undisturbed by 
legislative action. 


1926 


N McCarpie v. Indianapolis Water 

Co., decided in this year, PUR- 
1927A 15, the Supreme Court probably 
went further than in any other case in 
requiring that rate base valuation be 
predicated upon economic conditions ex- 
isting at the time of the rate regulation 
rather than upon original investment. 
The court said that there was even an ob- 
ligation on the part of a regulatory body 
to attempt to forecast future trends in 
prices and values. 

In the New England Telephone Com- 
pany Case, PURI1926E 186, the New 
Hampshire Public Service Commission 
made an interesting study of the so-called 
“value of service” standard as possibly 
applied to telephone rate making. This 
mischievous phrase had been used in 
Smyth v. Ames, but had never been seri- 
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ously attempted as a practical test of rea- 
sonableness of rates. The New Hamp- 
shire commission decided formally that 
it was not practical. 

In Peoples Natural Gas Co. v. Public 
Service Commission, PUR1926D 187, 
the Supreme Court held that the New 
York commission might regulate the 
rates charged to local consumers in a 
New York community by a Pennsyl- 
vania pipe-line company transporting its 
supply over a state line. 


1927 


n Clark v. Poor, PUR1927D 346, the 
Supreme Court upheld state regula- 
tion of interstate motor carriers for pur- 
poses of certification and taxation. In 
Rhode Island Public Utilities Commis- 
sion v. Attleboro Steam & Electric Co. 
PUR1927B 348, the court held that an 
order of a state commission fixing the 
rate for electricity transmitted by a com- 
pany from that state to a company in an- 
other state which resells the current can- 
not be sustained, even though such inter- 


state business is only a small part of the 
general business of the producing com- 


pany. 


1928 


i Hardin-Wyandot Lighting Co. v. 
Public Utilities Commission, PUR- 
1928D 560, the Ohio Supreme Court 
sounded the death knell of “going con- 
cern value” as part of a utility’s rate base 
by holding that it was unnecessary for 
the commission to make any separate al- 
lowance for this item. In Ribnik v. Mc- 
Bride, 277 US 350, the Supreme Court 
killed an attempt by New Jersey to regu- 
late the rates of employment agencies. 


1929 


fea most famous decision of this 
year was the O’Fallon Case, which 
blocked an attempt by the Interstate 
Commerce Commission to fix railroad 
rates based on spot valuation as of a 
given date. Present fair value, said the 
court, rather than past value at the pres- 
ent or an intermediate period, should be 
given recognition. In this year the Penn- 
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sylvania commission made the first at- 
tempt to regulate airplane carriers in Re 
— Airways, Inc. PUR1929A 
476. 

Also in this year the New Jersey Su- 
preme Court, in Sixty-seven South Munn 
v. Public Utility Commissioners, PUR- 
1929E 616, upheld the refusal of a utility 
to sell electric current to apartment 
house owners for purposes of “sub- 
metering” or resale at retail to tenants. 
The Missouri Supreme Court, in Rogers 
Iron Works v. Public Service Commis- 
sion, PUR1929E 293, upheld the refusal 
of a water utility to serve a business com- 
petitor. In People ex rel. Potter v. Michi- 
gan Bell Telephone Co. PUR1929B 455, 
the Michigan Supreme Court said that 
the old legal doctrine that the corporate 
entity may not be disregarded except in 
cases of fraud should be liberalized in the 
case of relations between a separate util- 
ity and a holding company controlling it. 
The court said that regulation requires 
complete liberty of action in examining 
such intercorporate relations. 

In this year the Supreme Court in the 
Standard Oil Case, PUR1929A 450, out- 
lawed a Tennessee statute attempting to 
regulate gasoline filling stations as pub- 
lic utilities. Finally, in this year an at- 
tempt was made in Federal District Court 
to require the Massachusetts commission 
to fall in line with other state commis- 
sions in giving recognition to reproduc- 
tion cost in fixing rates (Worcester Elec- 
tric Light Co. v. Attwill, PUR1929B 1). 
The case was never appealed further, 
however, and Massachusetts, together 
with California, persisted for years in 
refusing to have anything to do with the 
reproduction cost theory. Today prob- 
ably most of the commissions are in line 
with Massachusetts and California. 


1930 


HE Wisconsin commission was the 

first to take notice of the increasing 
agitation against indiscriminate mer- 
chandising of appliances by operating 
utility companies. The Wisconsin com- 
mission in Re Accounting for Merchan- 
dise and Appliance Sales, PUR1930E 
204, laid down the requirement that such 
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activity should be strictly segregated from 
operating utility accounts. In United 
Railways & Electric Co. v. West, PUR- 
1930A 225, the Supreme Court held that 
accrued depreciation, as well as the rate 
base itself, must reflect consideration of 
present fair value as well as original cost. 
The Supreme Court in Smith v. Illi- 
nois Bell Telephone Co. PURI931A 
1, took its first step back in the direction 
of permitting original cost rate base con- 
siderations to remain undisturbed. The 
principal issue, however, was the operat- 
ing expense relation of the Illinois Bell 
Company and its system affiliate. 


1931 


& Rate Structures 
New York City, 


N Re Rates 
Electricity in 
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PUR1931C 337, the New York Public 
Service Commission made one of the 
most comprehensive analysis of electric 
rate theories presented in any regulatory 
opinion. 

In the People v. Swena Case, PUR- 
1931C 149, the Colorado Supreme Court 
ruled that the Colorado Public Utilities 
Commission had no authority to punish 
for contempt. 


1932 


HE Wisconsin commission, in Re 

Wisconsin Telephone Co. PUR- 
1932D 173, made the first formal attempt 
to apply the old “value of service to con- 
sumers” standard in fixing rates. The 
case dragged along in the state courts 
several years and was finally overruled. 
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A more successful attempt, locally at 
least, was made the same year by the 
Maine Supreme Judicial Court in Gay 
v. Damariscotta-Newcastle Water Co. 
PUR1932E 300. In Stephenson v. Bin- 
ford, PUR1933A 440, the Supreme 
Court upheld state regulation of both 
“contract” as well as common car- 
riers by motor truck. 


1933 


HE first real break by the Supreme 

Court from its previous rigid posi- 
tion requiring recognition of present fair 
value of utility rate making came in Los 
Angeles Gas & Electric v. California 
Commission, PUR1933C 229. The court 
said that it did not sit as a board of re- 
view to pass on methods of regulatory 
bodies in the absence of evidence that 
rates finally fixed were actually confisca- 
tory. This case foreshadowed the more 
sweeping decision in the Hope Natural 
Gas Case eleven years later. 

The antimerchandising agitation 
reached its climax in this year when the 
Kansas Supreme Court declared uncon- 
stitutional a statute prohibiting utilities 
from selling appliances (Capital Gas & 
Electric Co. v. Boynton, PUR1933D 
435). The U. S. Supreme Court refused 
to review. Only one other state, Okla- 
homa, had passed such legislation, al- 
though several had considered it. The 
more cooperative policies followed by 
utilities relating to independent appliance 
dealers stifled the agitation. 

In Montana Public Service Commis- 
sion v. Great Northern Utilities Co. 
PUR1933C 225, the Supreme Court up- 
held a Montana commission order pro- 
hibiting the charging of competitive rates 
established by a utility engaged in a rate 
war which, the commission found, were 
so low as to be “unreasonable” and like- 
ly to impair the ability of the utility to 
continue service. 


1934 


Br pe Supreme Court took another 
step in the direction of leaving regu- 
latory rate-fixing methods in the hands 
of the regulatory commissions in Lind- 
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heimer v. Illinois Bell Telephone Co. 3 
PUR(NS) 337. The court found that 
where the telephone company was charg- 
ing rates sufficient to keep its property 
and reserves in good shape while paying 
8 per cent dividend on common stock, the 
claim of confiscatory methods used by the 
commission in fixing such rates would 
not be sustained. 

In Nebbia v. State of New York, 2 
PUR(NS) 337, the Supreme Court be- 
gan to liberalize its earlier doctrines re- 
stricting rate regulation to traditional 
public utility business. In this case a New 
York law fixing the price of milk was 
sustained. 


1935 


N West v. Chesapeake & Potomac 
Telephone Co., 8 PUR(NS) 433, the 
Supreme Court in a split opinion prob- 
ably paid its last respects to the earlier 
series of cases stemming from Smyth v. 
Ames, which places emphasis on present 
fair value in fixing utility rates. The ma- 
jority of the court held in the Chesapeake 
Case that the Maryland commission could 
not take a short cut in fixing the tele- 
phone company’s rate base through the 
use of commodity price indices in bring- 
ing up to date an original cost valuation. 
The decision did not, however, outlaw the 
use of indices in valuation work, but 
simply found fault with general commod- 
ity price indices being applied to such 
specialized property as utility plant. 

In Corporation Commission v. Cary, 
12 PUR(NS) 161, the so-called “John- 
son Act,” which requires state commis- 
sion rate cases to be appealed in state 
rather than Federal courts, got its first 
judicial construction. The court found 
that the congressional limitation did not 
apply where a state law (in this case 
Oklahoma) did not provide exhaustive 
appellate relief in the state courts. 


1936 


oe Tennessee Valley Authority sur- 
vived its first judicial attack in a 


collateral proceeding brought by a secur- 
ity holder of the Alabama Power Com- 
pany. The Supreme Court in Ashwander 
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v. Tennessee Valley Authority, 297 US 
288, did not, however, decide the merits 
of the constitutional issues raised except 
to say that the Federal government may 
lawfully sell power incidentally gen- 
erated at Federal projects. In North- 
western Bell Telephone Co. v. Nebraska 
State Railway Commission, 13 PUR- 
(NS) 467, the court upheld the use of 
a composite depreciation rate. 

Also in 1936, the Supreme Court made 
an important distinction between ac- 
counting regulation and rate regulation 
in American Telephone & Telegraph Co. 
v. Federal Communications Commission, 
16 PUR(NS) 225. It ruled that account- 
ing regulations established by a regula- 
tory body are entitled to a strong pre- 
sumption of validity and upheld an FCC 
requirement that differences between 
original cost and investment in plant 
should be placed in an adjustment ac- 
count for later disposition. Although it 
was not realized at the time, this decision 
paved the way for subsequent more 
sweeping orders of the Federal Power 
Commission in the field of accounting 
regulation. 

In the Wisconsin State Rural Elec- 
trification Codrdination Committee Case, 
17 PUR(NS) 31, the Wisconsin com- 
mission required an electric utility in 
Wisconsin to furnish wholesale service 
to REA co-ops at reasonably low rates 
and under proper contract terms for such 
service. Other commissions have general- 
ly followed this precedent, making whole- 
sale rates to co-ops generally quite attrac- 
tive. 


1937 


N Alabama Power Co. v. McNinch, 21 
PUR(NS) 225, the U. S. Court of 
Appeals for the District of Columbia up- 
held FPC issuance and regulation of 
Federal water power licenses under the 
Federal Power Act, including accounting 
requirements (at original cost). 


1938 


is Alabama Power Co. v. Ickes, 21 
PUR(NS) 289, the court upheld the 
validity of Federal loans and grants (un- 
der the Public Works Administration 
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program) in aid of public power plant 
construction by cities, states, and other 
public bodies. The decision was based 
upon the technical disqualification of the 
privately owned power company to bring 
suit. In Electric Bond & Share Co. v. 
Securities and Exchange Commission, 22 
PUR(NS) 465, the court set up the SEC 
in the business of regulating holding 
companies under the Public Utility Hold- 
ing Company Act by requiring such com- 
panies to register under the act. It left for 
later decision (scheduled for argument 
in the October term of 1945) the issue 
as to the validity of the so-called “death 
sentence” or § 11. 

In Consolidated Edison Co. of New 
York v. National Labor Relations Board, 
26 PUR(NS) 161, the Supreme Court 
held that a New York city gas and elec- 
tric utility could be engaged in interstate 
commerce for purpose of labor regula- 
tion by a Federal board while at the same 
time obviously engaged in only intrastate 
commerce for purposes of utility regula- 
tion by the New York state commission. 


1939 


N Driscoll v. Edison Light & Power 
Co. 28 PUR(NS) 65, the Supreme 
Court upheld “temporary” or so-called 
“emergency” rate regulation under a 
Pennsylvania statute, where expeditious 
temporary rate orders are subject to sub- 
sequent adjustment after more deliberate 
regulatory inquiry. In Rochester Tele- 
phone Corp. v. Federal Communications 
Commission, 28 PUR(NS) 78, the court 
ruled that corporate control of a utility 
operating company need not depend on 
majority ownership of common stock. 
This important ruling set the stage for 
later decisions by the SEC and FPC hold- 
ing that the relationship of parent and 
subsidiary could exist where stock con- 
trol was very much less than majoritv 
ownership. In Tennessee Electric Power 
Co. v. Tennessee Valley Authority, 27 
PUR(NS) 1, the court once more re- 
fused to pass on the constitutionality of a 
Federal agency being in the electric power 
business. By dismissing the suits of pri- 
vate utility companies as being improper 
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parties to raise such question, the court 
virtually closed the door on any constitu- 
tional test on the merits of this question. 


1940 


HE Supreme Court asserted the po- 

tential jurisdiction of the Federal 
government over virtually every river 
and stream in the United States in Fed- 
eral Power Commission v. Appalachian 
Electric Co., 36 PUR(NS) 129, better 
known as the “New River Case.” The 
issue raised here was whether the FPC 
under the licensing provisions of the 
Federal Power Act had authority to 
regulate a hydroelectric structure upon a 
river which was admittedly not navigable 
in fact. A majority of the court held that 
the test of navigability for purposes of 
establishing constitutional jurisdiction of 
the Federal government was not limited 
by navigability in fact, but by whether a 
stream, now non-navigable, might in the 
future be made navigable through phys- 
ical improvements, or whether a struc- 
ture upon a non-navigable tributary “af- 
fects the navigability” of a navigable 
stream. 

Legal observers have pointed out that 
the implication of this decision, carried 
to its logical conclusion, would establish 
FPC jurisdiction over any stream or 
creek however small which crosses a state 
line, or connects with another body of 
water crossing a state line. 


1941 


HE Federal Power Commission, 

having been so successful in having 
its jurisdictional position regarding non- 
navigable streams upheld in the New 
River Case (noted above), began reach- 
ing out for more jurisdiction over elec- 
tric power operations previously con- 
sidered intrastate commerce subject to 
the exclusive control of state commis- 
sions. In this, the FPC was later equally 
successful in the Supreme Court, but it 
also succeeded in stirring up a rebellion 
among the state commissions which is 
still going on in the form of attempts by 
the National Association of Railroad and 
Utilities Commissioners to have the Fed- 
eral Power Act amended to protect state 
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commission jurisdiction from alleged 
Federal enroachment. 

Probably the most important case of 
this kind began in 1941 with the FPC 
decision in Re Hartford Electric Light 
Co. 37 PUR(NS) 193. The commis- 
sion here held that electricity generated 
by a company in one state delivered to 
another company for transmission across 
the state line for resale is transmitted 
and sold in interstate commerce, notwith- 
standing the fact that title to the energy 
was claimed to change at the point of 
delivery within the state. 


1942 


_o most important decision of this 
year is regarded by legal analysts as 
being the “precursor” of the famous 
Hope Case decided two years later. This 
was Federal Power Commission v. Nat- 
ural Gas Pipeline Co. 42 PUR( NS) 129. 
Here the majority of the court decided 
that the Federal Constitution does not 
bind rate-making bodies to the service of 
any single formula or combination of 
formulas. This was interpreted by four 
members of the court (Black, Douglas, 
Murphy, and Frankfurter) as meaning 
that Smyth v. Ames had been overruled 
in effect. But the majority opinion by 
Chief Justice Stone simply upheld the 
FPC rate reduction order, in this case, 
on the negative grounds that the com- 
pany had been unable to show that the 
commission’s order produced an arbi- 
trary result or that fair hearing had not 
been permitted. The issue of Original 
Cost versus Reproduction Cost was also 
clouded, in this case, by the fact that the 
FPC had actually accepted the company’s 
estimate on reproduction cost for pur- 
poses of its order. 


1943 


N this year the Supreme Court upheld 
the jurisdictional ambition of the 
FPC over any power moving across state 
lines, even though under circumstances 
previously regarded as intrastate com- 
merce, subject to state commission juris- 
diction. In Jersey Central Power & Light 
Co. v. Federal Power Commission, 48 
PUR(NS) 129, the court upheld the as- 
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sertion of FPC jurisdiction over affairs 
of an electric company which operated 
physically entirely within the state of 
New Jersey, solely on the basis that it 
had a state line connection for the mutual 
interchange of power on a “slop-over” 
basis with another electric company op- 
erating on the New York state side of 
the line. The same year the Supreme 
Court refused to review the decision of 
the U. S. Circuit Court of Appeals in 
Hartford Electric Light Co. v. Federal 
Power Commission, 46 PUR(NS) 198, 
which the FPC began in 1941 (noted 
above under that year). 


1944 


B’ all odds the most important regula- 

tory decision of this year, or prob- 
ably of this decade, was the Hope Nat- 
ural Gas decision, 51 PUR(NS) 193. 
In this case the FPC, in ordering the 
rate reduction, had refused point blank 
to consider any evidence on present fair 
value other than original cost. While the 
court still declined to overrule Smyth v. 
Ames, in so many words, the Hope Nat- 
ural Gas decision virtually sterilized the 
earlier (1898) precedent, by turning 
over complete rate-making authority to 
the regulatory commissions, subject only 
to judicial review, where the “end result” 
could be affirmatively shown to injure the 
company’s financial ability to continue 
service. This decision set the state and 
Federal commissions up as virtual mas- 
ters of regulation. 

Critics of the decision have called it a 
“Pontius Pilate” decision, in which the 
court abdicated judical review of any 
further utility rate case except under al- 
most prohibitive conditions. Admirers of 
the decision, on the other hand, called it 
the “Magna Charta” of utility regula- 
tion, freeing the regulatory commissions 
from judicial interference which had 
plagued them since Smyth v. Ames. One 
important point of this decision was im- 
pliedly modifying, if not overruling, the 
“over-the-dam principle” the court had 
laid down back in 1922 in the Galveston 
Case (to the effect that neither past 
deficits nor past profits should have any 
bearing on the determination of a reason- 
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able rate as of the date of regulatory 
inquiry ). 

A special opinion by Justice Jackson, 
in which he suggested that natural gas 
regulation might also depend on “end 
use” by the consumers, has given rise to 
important discussion now going on in 
regulatory circles on the subject of the 
relationship between utility regulation, 
as such, and the conservation of wasting 
natural resources. 

In the Washington Gas Light Case, 52 
PUR(NS) 257, the majority of the Su- 
preme Court held that the Office of Price 
Administration, in the exercise of its 
wartime price control powers, had no au- 
thority to control rate case procedure or 
deliberations by public utility regulatory 
commissions. 


1945 


HE Hope Natural Gas decision 

brought forth some strange fruit in 
the form of an FPC rate order which 
proceeded to assume jurisdiction over 
natural gas gathering and producing 
facilities, notwithstanding express pro- 
hibition in the Natural Gas Act. In the 
Canadian River Gas Co. Case, 58 PUR- 
(NS) 65, four dissenting justices 
(Stone, Frankfurter, Reed, and Rob- 
erts) are shown to be apparently uneasy 
over this liberty of action assumed by the 
FPC, based on its regulatory independ- 
ence under the Hope Case. A fifth mem- 
ber of the court swung the balance in 
favor of affirming the FPC but indicated 
his own willingness to reverse Hope Nat- 
ural Gas if the other justices are disposed 
to do so, saying “This [Hope] case in- 
troduced into judical review of admin- 
istrative action the philosophy that the 
end justifies the means. I had been 
taught to regard that as a questionable 
philosophy, so I dissented and still adhere 
to the dissent.” 

In another important natural gas case 
decided this year, the U. S. Circuit Court 
of Appeals in New Orleans (Federal 
Power Commission v. Louisiana ; March 
31, 1945) held that the FPC, under the 
Natural Gas Act, may consider the waste- 
ful use at the consuming end of a pipe 
line in determining whether its construc- 
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tion ought to be authorized, but that such 
a consideration was not necessarily a 
“determinative factor.” The court af- 
firmed the authority of a gas-producing 
state to impose reasonable conservation 


measures, but not to the point of using 
conservation as a subterfuge for limit- 
ing export in interstate commerce alto- 


gether. 
—F. X. W. 





First Washington City Telephone Directory 


HE first published telephone direc- 

tory for Washington, D. C., bears 
the date of April 8, 1879, and was issued 
by the old National Telephone Ex- 
change. 

This was the original telephone or- 
ganization serving the city of Washing- 
ton, and was established in 1878 on the 
initiative of the late George C. Maynard. 
The Maynard records are in the posses- 
sion of the Chesapeake & Potomac Tele- 
phone Company, which succeeded the old 
National Telephone Exchange. 

It is noteworthy that the list contained 
only 126 subscribers with numbers. Tele- 
phone “No. 1” naturally went to the 
White House, listed alphabetically as 
“Executive Mansion.” “No. 2” went to 


the Capitol, in the Senate corridor. But 
apparently the House of Representatives 
and the U. S. Supreme Court had to get 
along, at that time, without telephones of 
their own because “No. 3” was listed as 
a private subscriber—none other than the 
Associated Press headquarters. Two 
other government subscribers appeared 
to be the Department of Agriculture 
(“No. 105”) and the Treasury (“No. 
4”). The ranking but conservative De- 
partment of State waited until a little 
later before installing the newfangled 
contraption. 

Several of the names appearing on this 
list are firms and individuals still living 
and active in Washington business and 
social life. 





WPB Estimates Postwar Utility Expenditures 


O* June 6th, Edward Falck, director 
of the WPB Office of War Utili- 
ties, forwarded to Chairman J. A. Krug 
of the War Production Board a statis- 
tical analysis prepared by H. F. Lowe, 
chief of the OWU Materials Control 
Branch. This interesting analysis by Mr. 
Lowe undertakes to show just what the 
expenditures might be for utility con- 
struction in the postwar period under 
two alternative circumstances: (1) un- 
der the materials restrictions prevailing 
as of the date Mr. Lowe’s memorandum 
was compiled; (2) under the conditions 
which would prevail if such restrictions 
were removed by “open-ending” utility 
construction, so that utilities could pro- 
ceed without limitation on any construc- 
tion possible, subject only to preference 
—- as to the essentiality of the pro- 
po: projects. 

Inasmuch as the War Production 
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Board has since “open-ended” utility 
constructions for gas, electric, telephone, 
telegraph, and water utilities by revisions 
of various so-called ““U” orders, the es- 
timated expenditures in Mr. Lowe’s 
memorandum become of timely interest 
indeed. 

In his letter of transmittal to Chair- 
man Krug, Director Falck said: “You 
will note that the estimated utility con- 
struction expenditure for 1946 of $1,- 
630,000,000 is roughly double the rate of 
expenditure for 1943 and 1944. The 
amount of this increased construction for 
1946 attributable to the relaxed criteria 
for processing power project applications 

. is far greater than the amount of 
construction anticipated as a direct result 
of ‘open-ending’ utility construction.” 


“THE summary of the Lowe memo- 
randum, broken down according to 





Water 


Wire 
Tel 
Tel 
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various classes of utilities (gas, electric, 
water, and wire) and according to vari- 
ous types of ownership, is contained in 
the following table. 

Chart I accompanying this text shows 
in graphic form the relative amount of 
expenditures which is estimated will be 
made by various classes of utilities in 
the postwar period, with reference 


to the post-Victory-in-Japan-Day (VJ- 
Day) through 1946. 

The memorandum also presented ten- 
tative quarterly estimates for post-Vic- 
tory-in-Europe-Day (VE-Day) and ana- 
lyzed controlled materials requirements 
in terms of steel, copper wire and cable, 
and aluminum—as indicated in Chart II 
accompanying this article (page 65). 


e 


OFFICE OF WAR UTILITIES 
ANNUAL UTILITY CONSTRUCTION EXPENDITURES 


Utility 
Electric 
Private and municipal 
Generation 


Transmission and distribution ... 


Rural codperatives 
Federal plants 


Total electric 


Water 


Wire Communications 
Telephone 
Telegraph 


Total wire communications ... 


1940-1946 


1940 


207 
354 
79 
50 


“690 
116 


69 
310 
9 


319 


(In Millions of Dollars) 


AcTUAL EXPENDITURES 


1941 


238 
395 
65 


140 
75 


450 
12 


462 


1943 


157 
137 

12 
169 


“475 
75 
90 

165 
10 


“382—=C«175 


“194 


1,547 1,398 “815 


EstTIMATED EXPENDITURES 


Under Existing With Construction 
Restrictions Open-ended 


Total utility 1,194 787 


Post VJ-Day 
Annual 


Utility 1945 
Electric 
Private and municipal 
Generation 
Transmission and distribution ... 
Rural codperatives 
Federal plants 


Total electric 


Wire Communications 
Telephone 
Telegraph 
Total wire communications ... 


Total utility 


1946 


175 
305 
60 
75 


615 
105 
155 


480 
16 


496 


1945 


1946 


214 
380 
105 
145 


844 
105 
185 


480 
16 


496 


Rate 


250 
450 
145 
400 


1,245 
130 
200 


750 
25 


775 
2,350 


JULY 5, 1945 





PUBLIC UTILITIES FORTNIGHTLY 


CHART I 


PUBLIC UTILITY CONSTRUCTION 
EXPENDITURES 


1929-1946 AND POST V-J DAY 





MILLIONS OF DOLLARS 
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CHART II 


PUBLIC UTILITY CONSTRUCTION EXPENDITURES 
IN THE POST V-E DAY PERIOD 


EXPENDITURES 
INCLUDING ELECTRIC, GAS, WATER, TELEPHONE AND TELEGRAPH 


MILLION DOLLARS 
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Famous Firsts in Regulation 


First Historic RATE CoMPLAINT: According to the classical Latin auihor 
Tacitus, the Roman Emperor Tiberius (probably about 25 AD) acted on 
complaints against one Percennius, who operated a chariot-carrier system 
along the Appian Way, in and out of Rome. He was charged with levying 
extortionate rates against patrons shipping goods via his service. Verdict: 
guilty. Sentence: Death by hanging. S 


First Hotpinc Company: Legend credits the first use of this corporate 
device to the political necessities of Numa Pompilus, the Sabine king of 
Rome (715-672 BC). He grouped the various land holdings of the crown TS 
under an incorporated diety known as Terminus (god of landmarks). By month 
the same token, this king 1s said to have discovered the advantage of the the “ex 
limited liability corporation itself. For instance, if citizen property holders poate 
had a complaint against state land encroachment, they couldn’t bother the mrhe 
king about it. They had to take the matter up—through appropriate ecclesi- adopt z 
astical channels—with Terminus. _ 
ation 
First British RATE Recutation: We first read of formal rate regula- —_ 
tion in England with respect to the Bread and Beer Assizes during the reign ‘The 
of Charles I. It was the duty of this tribunal to mect in various centers would 
throughout the kingdom to fix a price to be charged for bread and beer. tion 01 
Professor Walter H. Hamilton in a note in 39 Yate Law Journat 1089 in hat 
(1930) says that “in Lord Hale’s time (1609-1676) all activities compre- Federa 
hended under what we call business was public and all of it subject to price fore th 
control.” The list regulated by English Parliament includes bakers, brew- ernmet 
ers, cab drivers, ferrymen, innkeepers, millers, tailors, victualers, and gt 
whar fingers. thority 
of nat 


First AMERICAN RATE REGULATION : Although in 33 Harvarp Law Re- am 


vIEW 838 (1920) there is mention of statutes in eighteen American colonies shall 1 
fixing prices of numerous marketable commodities, formal rate regulation tion ar 
in the United States came later. In 1820 Congress conferred upon the city Rich 
of Washington power “to regulate the rates of wharfage. .. . and the pon 
sweeping of chimneys,” and in 1848 “to make all necessary regulations system 
respecting the rates of hauling by carriers, wagoners, cartmen, etc.” In profit, 
1870, the Illinois Constitution was amended to authorize the statutory fixing “an Of 


rates for railroads and grain elevators. = 


ion, h 
First COMMISSION REGULATION: The first American state commission tion t! 
having particular jurisdiction over utilities was probably the old Massa- specifi 
chusetts Gas and Electric Commission, established in 1885, but it originally pote 
had only vague authority to fix rates which could only be exercised upon lating 
petition. The commission devoted itself principally to regulating securities. ity an 
The Interstate Commerce Commission was established by act of Congress consut 
in 1887, but it did not originally have any rate-fixing power at all. First Oki : 
full-powered regulatory commissions authorized to fix public utility rates - 
generally were set up in the same year, 1907, in two states, Wisconsin 
and New York. 





JULY 5, 1945 66 





The March of 
Events 


States Maintain Right to 
Regulate 


T= Interstate Oil Compact Commission at 
its closing session at Oklahoma City last 
month adopted a resolution asserting that it is 
the “exclusive function of the sovereign states” 
to regulate the production and gathering of 
natural gas. 

The producing states were called on “to 
adopt an alert and aggressive policy looking to- 
ward the enactment and enforcement of legis- 
lation to bring about a proper development of 
natural gas through reasonable and rigid en- 
forcement of sound conservation practices.” 

The resolution stated that such a policy 
would be the “best insurance against interven- 
tion on the part of the Federal government 
in matters of production and gathering.” 

Charles V. Shannon, general counsel for the 
Federal Power Commission, in an address be- 
fore the meeting, denied that the Federal gov- 
ernment was encroaching upon the authority of 
the states. (Mr. Shannon has since resigned.) 

“Not only is the FPC’s rate-making au- 
thority limited to the transportation and sale 
of natural gas in interstate commerce,” Mr. 
Shannon said, “but Congress specifically pro- 
vided in the Natural Gas Act that the FPC 
shall not have jurisdiction over ‘the produc- 
tion and gathering of natural gas.’” 

Richard B. McEntire of Topeka, chairman 
of the Kansas Corporation Commission, de- 
clared the FPC’s action in establishing a rate 
system based on the cost of production, plus a 
profit, was “economically unsound” and was 

“an opening wedge for general control of the 
whole industry.” 

First comes the matter of general regula- 
tion, Mr. McEntire said, and “in the entire na- 
tion there are only three agencies which are 
specifically charged by law with the duty of 
conserving natural gas resources and, at the 
same time, are legally responsible for regu- 
lating the natural gas industry as a public util- 
ity and thereby protecting the interests of the 
consuming public.” These agencies, he said, 
are the Kansas Corporation Commission, the 
Oklahoma Corporation Commission, and the 
Texas Railroad Commission. 

“The proper discharge of public utility regu- 
latory functions makes it imperative to see 
that the utility company rendering service is 
not permitted to unjustly enrich itself at the 
expense of the members of the public,” Mr. 
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McEntire continued. “This means that the cost 
of service must be held down to an absolute 
minimum consistent with allowing the utility a 
sufficient income to exist and provide a mod- 
est return on its capital investment.” 

Carl I. Wheat, Washington attorney for the 
Independent Natural Gas Association, told the 
Oil Compact Commission that the FPC is op- 
posed to setting “field prices” for natural gas. 
This statement was made in response to gos- 
sip that the FPC or some other Federal 
agency was on the eve of establishing prices 
at the well-head based on stu content, simi- 
lar to the present posted price system for 
crude oil. 


Utility Angle in Press Case 


HE recent 5-to-3 decision of the U. S. Su- 

preme Court upholding the government’s 
antitrust suit against the Associated Press is of 
interest to utilities and to those concerned with 
utility regulation, principally because of the 
special concurring opinion of Justice Frank- 
furter. He went along with the majority, not 
because he thought the Associated Press ac- 
tivities had resulted in particularly unlawful 
restraints of trade (the reason given by Justice 
Black in the majority opinion), but because the 
business of disseminating news is of itself so 
important as to warrant special regulation and 
control by the government. 

Justice Douglas referred to Justice Frank- 
furter’s concept as “the public utility theory” 
of the case. 

Justice Frankfurter expressed the opinion 
that because of the nature of its business—dis- 
seminating news—the codperative activity of 
the Associated Press was subject to much 
stricter application of antitrust statutes than 
other lines of codperative activities not so im- 
mediately affected with public interest. One 
implication of Justice Frankfurter’s opinion 
was that codperatives engaged in utility oper- 
ations, such as REA co-ops, might also be 
placed in the category of cooperatives affected 
with a public interest and thereby subject to 
rigid application of antitrust statutes. 


FPC Sets Date 


HE Federal Power Commission on June 
16th announced its order granting oral ar- 
gument before the commission en banc con- 
cerning the lawfulness of proposed increased 
rates for natural gas subject to its jurisdiction 
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sold by United Fuel Gas Company, Warfield 
Natural Gas Company, Cincinnati Gas Trans- 
portation Company, and Huntington Devel- 
opment & Gas Company to each other, to other 
subsidiaries of the Columbia Gas & Electric 
Corporation, and to nonaffiliated companies. 
The argument will be heard on September 
12th in the commission’s office at Washington, 
D. C. All four of the companies involved in 
the proceedings are Columbia subsidiaries and 
have their principal offices in Charleston, West 
Virginia. 

The commission’s action announced last 
month followed consideration of applications 
requesting oral argument filed by the four re- 
spondent companies, the state of West Vir- 
ginia, the Board of Public Works of West 
Virginia, the public service commission of 
West Virginia, and limited participants Wes- 
ley H. O’Dell et al. producers or owners of 
gas in place. 


NLRB Chairman Named 


AuL M. Herzoc, former member of the 

New York State Labor Relations Board, 
was appointed by President Truman last month 
to be chairman of the National Labor Rela- 
tions Board. He succeeded H. A. Mills, who 
resigned for reasons of health after having 
served nearly five years. 

At the same time the President appointed 
W. Stuart Symington, president of the Emer- 
son Electric Company of St. Louis, to be chair- 
man of the Surplus Property Board, succeed- 
ing Guy M. Gillette of lowa, who resigned. 

Mr. Herzog was born in New York thirty- 
nine years ago. He was graduated from Har- 
vard College in 1927 and from the Columbia 
Law School in 1936. He was an instructor in 
government and economics at the University 
of Wisconsin and at Harvard, 1928-31. 

He was assistant to the secretary of the 
original National Labor Board 1933-35, and 
served on the New York Labor Board, 1937- 
44, resigning to enter the Navy. He will be 
released to take his new post. 


Asks Aid to Avoid Rationing 


HE necessity of rationing travel may be 
averted if the people maintain their co- 


6peration and follow a 6-point voluntary pro. 
gram outlined by the Office of Defense Trans. 
portation, Colonel J. Monroe Johnson, its di. 
rector, indicated recently. 

It was hinted, however, that more restraints 
might be imposed as the heavy movement of 
troops being redeployed against the Japanese 
gained volume. The ban on conventions may 
be extended to local group meetings. Heavy 
users of transportation facilities, such as en- 
tertainment and sports groups and large com- 
mercial enterprises, may find their traveling 
trimmed to the bone. 

Colonel Johnson’s statement followed a 
warning by President Truman that he would 
not hesitate to recommend rationing or other 
control of travel facilities if the people failed 
to heed the repeated requests by the govern- 
ment to eliminate needless travel. 

Colonel Johnson acknowledged that “all 
sorts” of rationing plans had been under con- 
sideration for the last four years but that all 
had turned out to be ‘ ‘expensive, cumbersome, 
and of doubtful value.” 


Grants Limited Certificate 


AS a war emergency measure to supply addi- 
tional gas to the Appalachian area during 
the coming winter, the Federal Power Coy- 
mission recently issued a limited certificate of 
public convenience and necessity to Tennessee 
Gas & Transmission Company, Houston, 
Texas, to operate under lease from the Defense 
Plant Corporation, four new compressor sta- 
tions totaling 33,600 horsepower to be built 
by DPC; and to construct and operate addi- 
tional cooling equipment, scrubbers, and com- 
pressors at five existing stations. The new 
stations will be built in Washington county, 
Mississippi; Hardeman county, Tennessee; 
Robertson county, Tennessee; and Montgom- 
ery county, Kentucky. 

Vice Chairman Leland Olds dissented from 
the majority on the ground that the evidence 
of record did not show an urgent wartime 
necessity for action on the Tennessee Com- 
pany’s application. 

The construction of the additional facilities 
covered by the application was initiated by the 
be 4 Production Board, the majority opinion 
said. 


Arkansas 


FPC Position Sustained 


ustice David A. Pine of the United States 

District Court for the District of Columbia, 
in a memorandum opinion dated June 6th, 
granted the motion of the Federal Power 
Commission to dismiss the complaint of the 
Arkansas Power & Light Company and the 
cross-claim of the state department of public 
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utilities, both seeking an injunction to restrain 
the commission from further action in a pro- 
ceeding against the company, and requesting 
a declaratory judgment that exclusive juris- 
diction over the company’s accounts is vested 
in the Arkansas Department of Public Utili- 
ties. 

_ Judge Pine pointed out that the administra- 
tive remedies under the Federal Power Act 
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THE MARCH OF EVENTS 


have not been exhausted, and “no one is en- 
titled to judicial relief for a supposed or 
threatened injury until the prescribed admin- 
istrative remedy has been exhausted.” 
AP&L’s president, C. Hamilton Moses, sub- 
sequently stated that the company would ap- 
peal the district court’s decision granting 
FPC’s motion -for dismissal and would seek 


an order restraining the Federal agency from 
holding a hearing set for June 25th on reclassi- 
fication of AP&L accounts. The utility had 
been asked to show cause at the June 25th 
hearing why it should not reclassify its ac- 
counts under the “original cost” system, which 
conflicts with the state commission’s orders 
governing the reclassification. 


Colorado 


Court Rejects Fund Plea 


To tenth Federal Circuit Court of Appeals, 
sitting in Denver on June 12th, turned 
down a suggestion that it make an immediate 
finding that approximately $6,000,000 impound- 
ed with the court in the Denver natural gas 
rate case belongs to the ultimate consumers 
of gas. 

The circuit court also declined to take action 
on a request that it immediately name a special 
master to take charge of the impounded money 
as a first step toward refunding it to con- 
sumers. 

Speaking from the bench, Presiding Judge 
Sam G. Bratton of New Mexico said the court 
believed it should wait until a new schedule of 
wholesale gas rates has been filed with and 

approved by the Federal Power Commission 
before entering any order relating to the dis- 


position of the impounded funds, or appoint- 
ment of a special master. 

Utility executives in Denver were said to 
anticipate the new wholesale rates to be 
charged by the Colorado Interstate Gas Com- 
pany and the Canadian River Gas Company, 
principal defendants in the rates case, would be 
filed in Washington before the end of June. 

The plea for immediate action was made by 
William A. Bryans, III, attorney for the Pub- 
lic Service Company of Colorado and other 
distributing companies, who told the court 
some income tax difficulties might be avoided 
if the impounded money were refunded to con- 
sumers in 1945, 

He also pointed out considerable time may 
be consumed in bookkeeping work to determine 
the amounts of refunds for individual con- 
sumers and said consumers are anxious to re- 
ceive their money as soon as possible. 


Illinois 


Trustees’ Plan Disapproved 


Cc“ the way in the direction of the 
public ownership plan for Chicago’s trans- 
District 
Michael L. Igoe last month formally eliminated 
a plan of the bankruptcy trustees of the sur- 
face and elevated lines for reorganization and 
unification. 


it facilities, United States Judge 


Judge Igoe acted under the recent report 
of the state commerce commission, which dis- 
approved this plan and upheld the public own- 
ership proposal of the city administration. 

An advisory report from the Securities and 
Exchange Commission on the public proposi- 
tion was awaited. It is scheduled for delivery 
August 13th and for a court hearing August 
15th. 


Indiana 


FPC Authorizes Pipe Lines 


T HE Federal Power Commission has issued 
certificates of public convenience and 
necessity authorizing: (1) Panhandle East- 
ern Pipe Line Company to construct and op- 
erate a short pipe line beginning at a point on 
Panhandle Eastern’s “Greenfield lateral” in 
Hancock county, Indiana, and extending to 
Fortville, Indiana, and (2) Eastern Indiana 
Gas Company to construct and operate a line 
extending from Panhandle’s line at Fortville 
to Ingalls, Indiana. Fortville, Ingalls, and 
McCordsville were formerly supplied with 
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natural gas from local wells which have be- 
come depleted. Ingalls is without a gas sup- 
ply and the other two towns have inadequate 
supplies. 

The state public service commission and the 
public counselor of Indiana participated in 
hearings on this matter held in Indianapolis 
in December, 1944, and in Washington, D. C., 
in February, 1945. The Indiana commission 
took the position that a new line to these com- 
munities is required to provide adequate 
service. 

The FPC order specified that the facilities 
to be constructed by Panhandle shall not be 
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used to transport and sell gas to new custom- 
ers except upon specific authorization of the 
commission. 

The Power Commission’s order also pro- 
vides that construction of the facilities shall be 
completed on or before September 30, 1945. 


Panhandle Eastern has entered into a con- 
tract for the sale of Eastern Indiana’s gas re. 
quirements in all three towns; and has agreed 
to. supply the Greenfield company with enough 
gas to serve its customers in and near Fort. 

e. 


Kentucky 


City Earns Surplus 


HE municipally owned electric plant of 
Murray has an earned surplus of $75,- 
668.80, accumulated in three years of operation 
with TVA power, it was announced last 
month by Robert S. Jones, chairman of the 
city’s electric plant board. 
Jones made the figures public as the city 


made plans to celebrate its third anniversary 
of municipal ownership June 11th. 

Murray was the first city in Kentucky to 
> for TVA power with its own electric 
plant 

Jones said o electric yy. board had paid 
off $60,000 of its $200,000 bonded indebted- 
ness and expected to pay off an additional 
$30,000 in November. 


e 
Maryland 


Transit Firm Elects President 


F@ A. NoLan, president and general man- 
ager of the Los Angeles Transit Lines 
and formerly general manager of the Chicago 
Surface Lines and of the Detroit Street Rail- 
way, last month was elected president of the 
Baltimore Transit Company to succeed Ban- 
croft Hill, who was to retire on July Ist, the 
transit company’s board of directors an- 
nounced, 

On July Ist the voting trust agreement un- 
der which the Baltimore Transit Company 
has been operated by a group of voting trus- 
tees since 1935 would expire and control of 
the utility would pass to the stockholders. 

Mr. Nolan said no changes were contem- 
plated in the personnel of the Baltimore Com- 
pany nor in its managerial staff. 

The new head of the Baltimore Transit 
Company is fifty years old. His work as a 
street railway and bus man began in Detroit, 
where he became a passenger accountant in 
1922. He later became general auditor and then 
general manager, holding the latter position 


for ten pons with the Detroit Street Railway. 
On May 1, 1943, he was made general man- 
ager of the "Chicago Surface Lines; became 
vice president and general manager of the 
American City Lines on February 1, 1945; and 
went to Los Angeles as president and general 
manager on May 3, 194 
In a case involving the Baltimore Transit 
Company, Judge Joseph Sherbow in circuit 
court on June 8th ruled the transit firm was 
entitled to deduct $2,000,000 in lieu of actual 
fixed charges and also deferred maintenance 
reserves in computing the tax. The opinion 
largely supported claims of the transit com- 
pany in its controversy with the city of Balti- 
more over the amount of net income tax due 
the city for the years 1942 and 1943. 
Although the opinion decided major issues 
in the case, attorneys pointed out that the 
court still had to decide what amounts may 
be deducted as deferred maintenance and also 
to pass on other important questions involved. 
It was indicated that the case would ulti- 
mately reach the court of appeals for final 
adjudication. 


Michigan 


no construction charge for any farm-line ex- 


Expects Extension Approval 


T= Detroit Edison Company has requested 
and was said to be expecting to receive 
approval from the state public service com- 
mission of a new ruling which would permit 
the company to build farm-line extensions at 
its own expense with the customer paying 
only a nominal minimum: monthly bill in- 
stead of contributing part of the cost of the 
line. Under the new ruling there would be 
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tension of reasonable length. The farmer 
will be asked to pay only a minimum net 
amount of $2.25 a month for three years after 
the service is connected. For this amount 
the company will render all its usual electric 
service, including the use of 54 kilowatt hours 
per month. Electricity will be sold to these 
new farm customers at the same rate which 
is paid by all other Edison residence and farm 
customers. 





supret 









The commission was said to have indicated 





on- #% that the petition would be granted. Practically 
= all farm-line extensions by Detroit Edison 
ugh 


ort. 


Asks Hike in REA Power Offer 


T= Sidney public power board was re- 
cently expected to make an “ultimatum” 
offer to sell to the Rural Electrification Ad- 
ministration for $150,000, the outlying power 
lines now held by the Sidney public utilities 
and serving cities of Dalton, Gurley, and 
Sunol. 

Board Chairman R. E. Roche said “we are 
not interested in the ownership and manage- 
ment of these properties if REA wants to take 
them over.” However, the board’s position is 
not one of emergency or embarrassment, he 
said, because “the latest audit indicates we 














Court Rules against Railroads 


Gus Supreme Court Justice A. Dayton 
Oliphant last month ruled that payments 
made to the state by five railroads on delin- 
quent railroad taxes for the years 1932 
through 1940 must be applied first to interest 
and then to principal. 

He also held in one of his last opinions as 
a circuit court judge that all the interest owed 
by the roads from 1932 on must be computed 
at the rate of 12 per cent per month and that 
none of it could be figured on the 3 per cent 
per month rate set in the 1941-1942 railroad 
compromise acts. 

Justice Oliphant’s ruling was made on the 
basis of hearings conducted before him in 
circuit court while he still was a judge in the 
lower tribunal. He was named to the state 
supreme court last May. 















Governor Picks Antibias Board 


CE Dewey last month appointed the 
five members of the state commission 
against discrimination, which will enforce the 
new law making it a crime after July Ist to 
discriminate in employment because of race, 
— creed, or national origin. 

Henry C. Turner of New York city, lawyer 
and former president of the New York Board 
of Education, was named as chairman of the 
commission. 
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will be on the new basis as soon as the re- 
quest has been formally approved by the com- 
mission. 





Nebraska 


will show a net profit of around $17,000 from 
the operation of these properties.” 

The properties include lines serving the 
towns of Dalton, Gurley, and Sunol, and rural 
lines, but do not include the substation just 
west of _— nor lines to the Sioux ord- 
nance depo 

Roche oF the $150,000 figure was arrived 
at in a conference in Omaha early last month 
with Robert Fulton, the board’s engineer; and 
Don Pettis of Omaha, representing the bond- 
holders. REA has unofficially offered to pay 
$105,000 for the properties but the offer was 
verbal and no action was taken, the former 
Sidney mayor added. 


The decision was the result of circuit court 
suits filed by Attorney General Walter D. 
Van Riper in an effort to collect $12,009,790 
in tax interest which the state claimed was 
due from the Erie Railroad, Lehigh Valley 
Railroad, New York Central Railroad, Dela- 
ware, Lackawanna & Western Railroad, and 
the Reading Company. The state disputed the 
railroads’ contention the money could be ap- 
plied to either principal or interest as they 
directed. 

Stating the principal question in the suit 
was whether partial payments made by the 
railroads on account of delinquent principal 
taxes between December 19, 1932, and J uly 22, 
1941, should be credited against such princi- 
pal taxes to the exclusion of the interest due 
thereon, Justice Oliphant declared that par- 
tial payments could not be made on principal 
while interest thereon was owing. 


New York 


Other board members are: Elmer A. 
Carter of New York city, a director of the 
National Association for the Advancement of 
Colored People; Edward W. Edwards of Al- 
bany, a labor leader; Julian J. Reiss of Lake 
Placid, director of the International Tailoring 
Company of New York city; Mrs. Leopold K. 
Simon of New York city, an attorney and a 
member of the state workmen’s compensation 
board. 

Each of the commissioners will receive 


$10,000 a year. 
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Commission offices will be established in Al- 
bany and New York city and wherever else 
they are necessary. 

Mr. Turner said he and his colleagues were 
convinced that “the law can be made to work.” 

While the law empowers the commission 
to take punitive action against employers who 
refuse to abide by its decisions in matters in- 
volving discrimination, both Governor Dewey 
and Mr. Turner emphasized that the primary 
function of the commission would be educa- 
tion in employer-employee relations and that 
the statute itself provided exhaustive means for 
conference and conciliation before recourse to 
the punitive provisions. 


Orders for Gas Heaters Delayed 


ROOKLYN Union Gas ComMpaANy reported 

last month that so many customers have 
placed orders for gas-heating equipment since 
the War Production Board lifted restrictions 
that it had been forced to delay accepting new 
bookings until shipments from manufacturers 
enable the company to reduce its present back- 
log of unfilled orders. 

James J. Deely, new business manager, said 
that manufacturers had promised delivery 
within thirty days of enough heating units to 
fill current orders, but even the most opti- 
mistic estimates indicated that many of those 
seeking to convert to gas heat would be un- 
able to do so in time for the next heating sea- 


son. 

Nearly 5,000 persons, it was said, had in- 
quired about gas heat since April 28th, the date 
on which WPB rescinded the rule which pre- 
vented the company from serving new heating 
customers without specific WPB approval. 


Gives Pay Rise 


‘AGE increases totaling $4,000,000, affect. 

ing 31,000 employees of New York 
city’s unified transit system, were announced 
last month by the board of transportation. The 
increases, forecast in Mayor LaGuardia’s ex. 
ecutive budget message of April Ist, would 
become effective July Ist. 

About 27,000 employees paid on an hourly 
basis will receive an additional 5 cents an hour, 
About 4,000 employees paid on an annual basis 
will obtain increases of $120 a year. 


Submetering to Supreme Court 


HE court fight against taxing submetering 

building owners as utility owners is about 
to go for final determination to the United 
States Supreme Court, Arthur C. Bang, chair- 
man of the public utilities committee of the 
Real Estate Board of New York, Inc., said 
recently. The committee instigated the cam- 
paign some five years ago and has been carry- 
ing it forward in the state courts. 

The committee’s latest test cases, one in- 
volving property owned by Madison Avenue 
Offices, Inc., and the other owned by the Es- 
tate of H. Mabel MacDonald, tried jointly as 
one legal action, were, according to Mr. Bang’s 
announcement, virtually passed on to the 
United States Supreme Court by the New 
York State Court of Appeals in the latest judi- 
cial determination in this war against the 
legislative classification of building owners as 
utilities. 

The matter is expected to get before the Su- 
preme Court during the fall term, with the 
possibility of a decision late this year. 


ee 
Ohio 


Must Pay Taxes 


HE state supreme court in a 5-to-2 deci- 
sion handed down at Columbus on June 
6th held that Cleveland’s municipally owned 
transit system was subject to taxation. The 
decision, it was reported, possibly opens the 
door for the taxation of all municipally owned 
utilities in the state in the opinion of scores 
of attorney members of the state legislature. 
Transit officials estimated the system’s an- 
nual tax bill would be in the neighborhood of 
$250,000, and a reserve of half a million dol- 
lars in payment of 1943 and 1944 back taxes 
had been set aside pending the decision. 

The action against the transit system was 
brought by the county auditor and the Cleve- 
land board of education, whose share of taxes 
under the court ruling will be approximately 
$56,000 a year. All suburbs of the city will 
receive a proportionate share. 

Robert J. Shoup, assistant general counsel 
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for the CTS, announced that an application 

for a hearing would be filed immediately. This 

wes believed to be the only recourse the system 
as. 

The court’s decision reversed a ruling by the 
state board of tax appeals which had exempted 
the system from both real and personal taxes. 
The case was argued in the supreme court 
January 30th. 

A dissenting opinion was written by Judges 
Charles B. Zimmerman and Roy H. Williams. 
The majority opinion, written by Judge Charles 
Bell, was concurred in by Chief Justice Carl 
V. Weygandt and Judges Edward C. Turner, 
Edward S. Matthias, and William L. Hart. 

The majority held that the city of Cleve- 
land, which acquired the transit system from 
the Cleveland Railway Company for $14,300,- 
000, was engaged in a “private enterprise for 
profit” and therefore the property could not 
come within the constitutional exemption of 
property used for public purpose. 
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Pennsylvania 


ODT Ordered to Seize Transit 
Line 


RESIDENT Truman on June 15th directed 

the Office of Defense Transportation to 
seize and operate the Scranton Transit Com- 
pany, Scranton, as a result of labor disturb- 
ances there. The President issued an execu- 
tive order proclaiming that the disturbances 
were threatening to impede the war program. 
Later ODT announced it would take posses- 
sion and control of the transit company prop- 
erty at 12:01 a. M. June 16th. However, a few 
minutes before the time set for seizure the 
workers voted to end the strike. 

The agency named T. H. Nicholl, executive 
assistant of ODT’s highway transport depart- 
ment, as Federal manager in charge of oper- 
ating the system. 

Economic Stabilizer Davis said the line’s op- 
eration was halted as a result of a dispute be- 
tween division 168, Amalgamated Association 
of Street, Electric Railway, and Motor Coach 
Employees of America (AFL), and the com- 


pany. 
He added that 400 union empioyees of the 
company had been on strike since May 20, 
1945, over union demands for changes in work- 
ing conditions and overtime pay and a 20- 
cents-per-hour general wage increase. 
Previously, Dr. George Taylor, chairman of 
the War Labor Board, reported to Davis that 


a show-cause meeting on June 4th before the 
NWLB, the international representative of the 
union—the Amalgamated Association of Street, 
Electric Railway, and Motor Coach Employees 
of America (AFL)—declared that the strike 
was unauthorized by the international union. 


City Refused Aid 


I F the city of Pittsburgh wants to continue the 

fight against Equitable Gas Company’s pro- 
posed rate increase, it will have to dig into 
its own pocket. Governor Edward Martin 
recently refused to intervene in the state pub- 
lic utility commission hearing after he had 
been asked to provide funds for an audit in 
the case. 

City Solicitor Anne X. Alpern made the re- 
quest to the governor when the state commis- 
sion announced early last month that it would 
not offer any evidence against the gas firm. She 
asked for a state appropriation to combat 
Equitable testimony. 

In his letter, Governor Martin pointed out 
that the state commission was conducting the 
gas rate investigation. The commission, he said, 
had sufficient funds to carry on its inquiry. 

On June 13th Miss Alpern told the city 
council that her efforts to block a raise in gas 
rates had been impaired by the lack of suffi- 
cient help from the commission. The com- 
mission, she said, was not adequately staffed 
to protect public interest. 


South Carolina 


To Serve in Rate Case 


C= T. Graypon, Columbia attorney, 
agreed last month to represent the city in 
the rate reduction request to be presented be- 
fore the state public service commission. Mr. 
Graydon met with Mayor Fred D. Marshall 
and members of the city council on June 6th. 

The request will include an appeal from the 
city for a reduction of rates of the South 


Carolina Electric & Gas Company within the 
city. 

According to the mayor, the council and Mr. 
Graydon reached a “satisfactory agreement.” 
He added that the attorney would begin work 
on the matter immediately. 

A previous request made by Mayor Marshall 
to the General Gas & Electric Company of 
New York for a “voluntary” rate reduction 
was refused. 


Tennessee 


Company Gets Charter 


ENNESSEE NATURAL GAs LINES, formerly a 
Delaware firm, took out a state charter 
of incorporation at the secretary of state’s of- 
fice last month. It listed headquarters of the 
firm as the Hamilton National Bank building 
in Chattanooga. 
As a Delaware firm the company was au- 
thorized to engage in business in Tennessee De- 
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cember 6, 1943. Its old charter authorized 
issuance of 50,000 shares of stock at no par 
value. The new charter allows 500,000 shares 
of common stock at a par value of $10 per 
share and 300,000 shares of preferred stock 
at $100 par value per share. 

Incorporators were Wade V. Thompson, 
Dawson B. Harris, Frank M. Cantrell, H. S. 
Walters, Phil B. Whitaker, Malcolm C. Hill, 
and George M. Smith. 
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Texas 


Natural Gas Study Group 


IEUTENANT Governor John Lee Smith last 
month named a committee of five senate 
members authorized in a resolution by T. C. 
Chadick of Quitman to investigate natural gas 
resources of the state. 

The committee will be composed of Chadick, 
chairman ; Howard Carney of Atlanta, Ward- 
low Lane of Center, James Taylor of Kerens, 
and R. A. Weinert of Seguin. 

Each of the five members of the committee 
has gas- or oil-producing fields in the district 
which he represents. 

The committee under the provisions of the 
resolution is authorized to make a thorough 
investigation of the state’s potential gas sup- 
ply, the amount of withdrawals, the purpose 
of withdrawals, and the purpose for which it 
is being used. 

Chadick said the committee should be in 
possession of all necessary facts regulating 
the industry. in view of the fact that there is 


a “proposal now receiving consideration for 
federalization of the gas industry.” The com- 
mittee should be in a position to present facts 
to the state legislature which would be able 
to act to protect state rights, Chadick said. 

The state industry advisory committee, com- 
posed of thirteen advisers appointed by Goyv- 
ernor Stevenson, has recommended to Gover- 
nor Stevenson a declaration of policy regard- 
ing the regulation of oil and gas. 

ederal agencies should limit their jurisdic. 
tion to interstate movement and not attempt 
to regulate the end use of fuel, the committee 
advised. 

State regulation should prevent physical 
waste, provide allocations, fix proper oil-gas 
ratios, limit production to market demand, 
and require recycling and repressuring of res- 
ervoirs where warranted. Before oil and gas 
enter interstate commerce, the proposals read, 
the state should have exclusive jurisdiction 
over production, processing, gathering, com- 
pressing, and selling of oil and gas. 


Washington 


PUD Acquires Utility Holdings 


A’ a result of a decree signed in Ephrata 
by Judge E. W. Schwellenbach on June 
13th, Washington Water Power Company 
holdings in Grant county were turned over to 
Public Utility District No. 2 for the sum of 
$546,984. 

Officials of the power company waived 
their final appeal to the state supreme court 
for a new condemnation suit trial and ac- 
cepted the PUD check in the presence of 
attorneys and officials of the PUD. The sum 
was fixed by a jury December 8th, following 
condemnation suit brought by the utility dis- 
trict and heard in superior court in Ephrata 

Archie Zickler, chairman of the PUD board, 


said that the entire Washington Water Power 
Company personnel was to remain with the 
power district, under direction of G. A. Smoth- 
ers, manager. Everett Gibbons, who has been 
manager at the Ephrata office, becomes gen- 
eral superintendent. 

“We look forward to a rapid growth in 
the system as soon as Columbia basin devel- 
opment is carried forward by the U. S. Bu- 
reau of Reclamation, but for the present rates 
and conditions will not be changed.” 

Grant county’s move, it was said, leaves only 
the property in northern Chelan county still 
under Washington Water Power ownership in 
north-central Washington. Okanogan and 
Douglas counties have previously taken over 
their systems. 


Wisconsin 


Assembly Kills Natural Gas 


LL hope of legislative approval of any natu- 
ral gas bills in the 1945 session died in the 
state assembly last month. 

Members on June 12th refused, 47 to 43, to 
reconsider the action by which they had pre- 
viously killed a measure giving the state pub- 
lic service commission broader power to ad- 
mit natural gas into the state. The vote 
brought little change in the lineup which has 
defeated all attempts to ease the introduction 
of natural gas in Wisconsin. 
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The rejected bill would have removed the 
power now held by any community on a pro- 
posed pipe line to veto efforts of other cities 
or villages to obtain natural gas. A companion 
bill repealing the present tax on natural gas 
was in the joint finance committee, where it 
would die with the legislative recess. 

Supporters of natural gas asked reconsidera- 
tion in order to introduce an amendment re- 
ferring the controversial issue to the people in 
the 1946 general election. Their plea was re- 
jected by the 47-to-43 vote, which prevented 
any additional action on the legislation. 





The Latest 
Utility Rulings 


Cooperation in Accounting Regulation 


) 
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Discussed by Power Commission 


HE Federal Power Commission, in 
denying a rehearing of its order in 
Re Montana Power Co. (1945) 57 PUR- 
(NS) 193, refused to modify its adher- 
ence to cost instead of value in order to 
accord with the views of the Montana 
commission expressed in Re Montana 
Power Co. (1944) 56 PUR(NS) 193. 
The commission stated that it was 
aware of the advantages which can flow 
from the effective codperation of regula- 
tory agencies. Ours is a dual system of 
government, and Congress has recog- 
nized this fact in the provisions of the 
Federal Power Act. The commission 
must, however, accept the further fact 
that Congress, in conferring upon the 
commission jurisdiction over the ac- 
counts of licensees and public utilities, 
provided for their uniform treatment. 
The commission added: 
While Congress provided that “public 


utilities” should not thereby be relieved from 
compliance with lawful state accounting re- 


quirements, it rejected an amendment which 
would have created substantially the situa- 
tion for which the company now contends. 


The commission reviewed the history 
and development of the case in order to 
show its efforts to codperate with the 
Montana commission and to indicate that 
due consideration had been given to the 
views and conclusions of the state com- 
mission regarding the problems involved 
and the evidence presented. The commis- 
sion continued : 

While it may be regretted it was impossi- 
ble for the two commissions to reach identi- 
cal determinations in the matters before them, 
we do not deem this a sufficient reason for 
either to question the competence or to im- 
pugn the motives of the other. We must, 
however, recognize our responsibility and ob- 
ligation under the statute to arrive at our 
own independent conclusions in accordance 
with our own best judgment concerning the 
facts of record. 


Re Montana Power Co. (Opinion No. 
120-A, Docket No. IT-5825). 


7 


Stockholder of Holding Company Entitled 
To Review of Commission Order 


2 United States Supreme Court, 
in reviewing two judgments of cir- 
cuit courts of appeals, upheld the right 
of a stockholder of a holding company 
to seek a review of an order of the Se- 
curities and Exchange Commission. In 
each case the stockholder was held to be 
a “party aggrieved” within the meaning 
of § 24(a) of the Holding Company Act. 

The court reversed the action of the 
circuit court of appeals, first circuit, in 
(1944) 55 PUR(NS) 239, 143 F(2d) 
250, dismissing a petition by American 
Power & Light Company to review an 
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order of the commission directed against 
its wholly owned subsidiary, Florida 
Power & Light Company. The order re- 
quired the subsidiary to make certain ac- 
counting entries which would result in 
taking out of surplus moneys which 
would otherwise be available to pay 
dividends to the sole stockholder. 

The commission did not question that 
American, as sole stockholder, had a sub- 
stantial economic interest affected by the 
order; nor did it maintain that the term 
“person aggrieved” was not broad 
enough to include one whose economic 
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interest is affected by such an order. It 
insisted, however, that American’s ap- 
plication for review was in the nature of 
a derivative action, commonly designated 
a stockholder’s suit, to redress a wrong 
to his corporation. The commission, 
therefore, urged that, as Florida itself 
had sought a review of the order, it must 
be presumed that Florida would endeavor 
to protect the interest of its sole stock- 
holder. But the court declared: 


The difficulty with this contention is that 
the action of the commission in ordering 
the transfer of an item from surplus account 
to another account where the item will not 
be available for the payment of dividends 
does not deprive the corporation of any as- 
set or adversely affect the conduct of its 
business in the manner it affects the peti- 
tioner, whereas the order has a direct ad- 
verse affect upon American as a stockholder 
entitled to dividends. 


The court upheld the action of the cir- 
cuit court of appeals, second circuit, 


denying a motion of the commission to 
dismiss a petition by Samuel Okin, a 
holding company stockholder, to review 
an order of the commission approving 
refinancing of an intercompany loan, in 
(1944) 56 PUR(NS) 523, 143 F(2d) 
945. 

The gist of the injury complained 
of was that the refinancing would im- 
pair the value of his stock by reducing the 
interest income of the holding company. 
He charged illegality and fraud. 

It was said to be apparent that a 
demand that his corporation seek a re- 
view of the order, which it had itself 
sought, would be futile. The Supreme 
Court did not consider it necessary to 
pass on the merits of the controversy, but 
it did hold that he had a right to seek a 
review. American Power & Light Co. v. 
Securities and Exchange Commission; 
ecurities and Exchange Commission v. 

kin. 
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Exportation of Gas to Mexico Found Not to Be 


Consistent with 


N application under §§ 3 and 7 of the 
Natural Gas Act for authority to 
export natural gas to Mexico was denied 
by the Federal Power Commission on the 
ground that exportation would not be 
consistent with the public interest. Com- 
missioners Draper and Olds dissented 
from the majority. 

It was pointed out that, in resolving 
the public interest related to the construc- 
tion and operation of interstate natural 
gas facilities during the war emergency, 
the commission had applied in general the 
policy that such facilities should be con- 
fined to those necessary for the mainte- 
nance of supplies adequate for existing 
markets and had limited its authorization 
thereto. The commission said it was una- 
ware of any reason which would justify 
applying a different criterion where the 
markets to be supplied were located out- 
side the United States. 

It seemed to Commissioner Olds, dis- 
senting, that the majority had failed to 
distinguish the issues in this case from 
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Public Interest 


those in numerous cases in which the 
commission had been called upon to grant 
certificates for new pipe-line capacity 
from the southwestern reserves. He said 
he, was sure it was not the intention of 
the majority to hold that the commission 
was never going to authorize new trans- 
portation of natural gas except to meet 
a war emergency. 

The commission believed that, in deter- 
mining the question posed by § 3 as to 
consistency with the public interest, it 
was appropriate to make an inquiry into 
the availability of natural gas and other 
fuels for utilization within the country 
of the exportee. If substantial quantities 
of natural gas are available in Mexico 
for use by the industries affected, the 
commission would feel constrained under 
the circumstances to withhold authoriza- 
tion to export. 

It was said to be.clear from the record 
that, contrary to the common experience 
and required practice of producers in the 
United States, no restriction had been 
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THE LATEST UTILITY RULINGS 


placed upon civilian production by the 
industries affected as compared with pro- 
duction in aid of the war effort. On the 
contrary, it was apparent that preference 


was being given to civilian production 
over apparently essential war production. 
Re Reynosa Pipe Line Co. (Opinion No. 
122, Docket Nos. G-594, G-595). 


7 


Telephone Base Rate Area Extended 


TS Wisconsin Telephone Company 
was ordered by the Wisconsin com- 
mission to extend its Green Bay ex- 
change base rate area to include an addi- 
tional area, upon a finding that discrim- 
ination existed against subscribers in 
the added area. In the city of Green Bay 
the company renders urban service at 
basic flat rates within the territory known 
as the local base rate area. Urban service 
is likewise available beyond such area at 
the basic flat rate plus an_ additional 
charge designated as an excess mileage 
rate. 

The company opposed any extension 
of the area primarily because discon- 
tinuance of excess mileage charges would 
reduce revenues which could not be re- 
couped, under war restrictions, through 
persuasion of subscribers to use higher- 
priced classes of service. The company 
cited the commission’s decision in the 
Madison Case (1942) 43 PUR(NS) 193 
that telephone rates should be frozen for 
the duration except in cases of dire fi- 
nancial straits or in cases involving re- 
moval of unjust discrimination. 

The evidence showed that the area con- 
tained as many homes as many other 
areas of the same size in the local base 


e 


rate area. The area was no farther from 
the company’s central office than portions 
of the base rate area. The commission 


said: 


The local base rate area generally in- 
cludes that part of an exchange area located 
near the telephone central office, in which 
area the primary classes of telephone service 
can be rendered to all subscribers at the same 
rates for the respective classes of service 
without unreasonable discrimination among 
subscribers because there are no wide varia- 
tions in cost of service. The base rate areas 
are established so that subscribers who can 
be served at about the same average cost are 
not required to carry the higher costs inci- 
dent to furnishing service over long lines into 
sparsely settled territory. 


It was concluded that there was un- 
reasonable discrimination because of the 
application of the excess mileage charges 
for urban service. Moreover, the reduc- 
tion in revenues would not materially af- 
fect the exchange revenues and would 
not result in any substantial burden being 
placed on subscribers within the present 
base rate area. Removal of this dis- 
crimination was said to be consistent with 
the doctrine stated in the Madison Case. 
Denessen et al. v. Wisconsin Telephone 
Co. (2-U-2033). 


Short-term Note Permitted for Bond Retirement 
After State Ruling 


o 2 Kings County Lighting Com- 
pany was permitted by the Securi- 
ties and Exchange Commission to issue 
and sell a short-term promissory note, 
the proceeds to be used for the immediate 
retirement of outstanding mortgage 
bonds. This was to meet the situation 
created by the action of the New York 
commission in denying authority to is- 
sue refunding bonds without competitive 


77 


bidding in Re Kings County Lighting Co. 
Case 11929. (See Pustic UTILITIES 
ForTNIGHTLY, June 21, 1945, page 853.) 

The company, in April, had filed an 
application under § 6(b) of the Holding 
Company Act requesting an exemption 
from the competitive bidding require- 
ments for the issue and sale of first 
mortgage bonds to John Hancock Mutual 
Life Insurance Company. When the 
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New York commission disapproved this 
sale without competitive bidding on May 
22, 1945, the company amended its ap- 
plication before the Federal commission 
to provide for the issue and sale of the 
bonds at competitive bidding. 

But since the bonds were redeemable 
on four weeks’ notice, upon the semian- 
nual interest payment dates of July Ist 
and January Ist, it was too late to com- 
plete the sale at competitive bidding be- 
fore issuing a redemption call on June 
Ist. 

It therefore made its proposal to obtain 
a short-term loan as interim financing and 
to repay such loan from the proceeds of 
the refunding bonds to be sold later at 
competitive bidding. 

The insurance company agreed to buy 
the note, the issuance of which was not 
subject to approval by the state commis- 
sion, and agreed to extend its agreement 
to purchase the bonds. The Federal com- 
mission said: 

The issue and sale of the promissory note 
of Kings are subject to the provisions of 
§ 6(a) of the act and must, therefore, satisfy 
the applicable requirements of § 7. Since the 
proceeds of the promissory note, together 
with treasury cash, are to be utilized by 
Kings to redeem its presently outstanding 


bonds, it appears that the promissory note is 
to be issued and sold solely for the purpose 


= 


of discharging outstanding securities of 
Kings. Accordingly, such issue and sale sat- 
isfy the provisions of § 7(c) (2) (A). No 
state commission having informed us that 
the state laws have not n complied with, 
the provisions of § 7(g) appear to be satis- 
fied. The sale of the promissory note is not 
subject to the competitive bidding require- 
ments of Rule U-50 by reason of the exemp- 
tion provided by paragraph (a) (2) thereof. 

Ordinarily, we would not deem it desirable 
or appropriate for a public utility company 
to have all its outstanding debt in the form 
of a short-term obligation as is here pro- 
posed. However, the promissory note of 
Kings is to be issued solely as interim financ- 
ing for the purpose of retiring immediately 
its outstanding mortgage debt and is to be re- 
placed by the 30-year first mortgage bonds 
to be sold shortly at competitive bidding. 
Moreover, the company has the stand-by 
agreement of John Hancock to purchase the 
first mortgage bonds at a cost of money to 
the company of 3-1/10 per cent. Under the 
circumstances of this case, we do not deem 
it necessary to enter any adverse findings 
under § 7(d). 

We shall permit the declaration as to the 
issue and sale by Kings of its short-term 
promissory note to become effective, and 
shall reserve jurisdiction over: (1) all fees 
and expenses incurred by Kings in connec- 
tion with the issue and sale of such note; 
and (2) all aspects of Kings’ proposal to 
issue and sell its 30-year first mortgage 
bonds. 


Re Kings County Lighting Co. (File No. 
70-1074, Release No. 5837). 


Cost Allocation in Fixing Water Rates 


2 Wisconsin commission, modify- 
ing rate schedules prescribed for a 
municipal water utility in Re Menasha 
(1944) 57 PUR(NS) 510, discussed the 
question of cost allocations where it was 
complained that the rates prescribed re- 
quired the utility to furnish water at less 
than cost of pumpage. The utility had 
divided the expenses related to source of 
supply, pumping, purification, and dis- 
tribution by the total gallons pumped, 
arriving at an operating cost of about 5.5 
cents per thousand gallons delivered ex- 
clusive of fixed charges. By adding 
depreciation and taxes aad dividing by 
the gallons pumped, one derives a cost of 
9.92 cents per thousand gallons pumped. 
The commission said: 
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Obviously the foregoing calculations rep- 
resent only average unit costs. Their rela- 
tionship to actual, properly allocated costs 
is remote. No consideration is given in such 
calculations to the substantial fixed and con- 
stant costs which properly are allocable to 
fire-protection service. Apparently the util- 
ity made no attempt to separate and allo- 
cate the fixed, constant, and variable costs 
applicable to the various classes of service 
rendered. In the absence of such determina- 
tion, the average costs which have been cal- 
culated are meaningless. 


The commission discussed its method 
of determining costs of water service by 
proper allocation to the classes and kinds 
of service furnished. The two principal 
categories of service, it was pointed out, 
are general service and fire protection. 


*The commission continued: 
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The fallacy of using the average cost of 
furnishing any quantity of water in the de- 
termination of rates is well demonstrated in 
the case of fire-protection service. Normally 
the volume of water involved in furnishing 
such service is negligible. At the most, a few 
fire streams a year used for periods of short 
duration account for the entire volume of 
water used. However, the necessity for fur- 
nishing a large volume of water for short 
periods at a pressure sufficient to combat 
fires has a pronounced effect on the extent of 
plant facilities which must be installed. Aside 
from the relatively small investment in spe- 
cial facilities, such as hydrants and connec- 
tions, oversize mains must be provided’ and 
source of supply, pumping and storage fa- 
cilities must be of such size as to meet the 
heavy draughts of water required to com- 
bat fires. The costs incurred in such service 
are almost entirely of a stand-by nature and 
could not possibly be determined by the use 
of the average cost of all water furnished by 


the utility. They consist almost entirely of 

capacity costs and must be determined by 

allocation as between general service and 
fire-protection service. 

Shifting of costs to general service in 
order to reduce fire-protection rates was 
called discriminatory. The commission 
said, however, that the utility might be 
permitted to reduce hydrant rates on con- 
dition that it accepted a reduction in the 
return from that class of service and 
that no part of such deficiency be in- 
cluded in the cost to general service. 

Rates for fire protection, it was said 
further, cannot be properly based upon 
a per hydrant charge, since the number 
of hydrants in use does not have a ma- 
terial bearing upon cost of service. Re 
City of Menasha (2-U-1640). 


e 


Service Duty Not Extended beyond Scope 
Of Territorial Agreement 


COMPLAINT against the refusal of 
Madison Gas & Electric Company 
to serve the complainants was dismissed 
by the Wisconsin commission on the 
ground that the evidence was not suf- 
ficient to show that this company had a 
duty to extend its service to them. They 
had requested, in effect, that the commis- 
sion set aside a territorial agreement. 
The complainants resided in the area 
of service reserved to Wisconsin Power 
& Light Company by a territorial agree- 
ment between that company and a prede- 
cessor of Madison Gas & Electric Com- 
pany. 
The latter utility company had never 


held itself out to serve in two sections of 
the town except upon modifications of 
the territorial agreement. These modi- 
fications had not resulted in extensions 
into the section where the complainants 
resided. 

The Wisconsin Power & Light Com- 
pany was serving customers in this area 
and was prepared to render service to 
the complainants if they could qualify 
under requirements of the War Produc- 
tion Board. The commission said they 
desired service chiefly because of a rate 
differential between the companies. El- 
lickson et al. v. Madison Gas & Electric 
Co. et al. (2-U-2028). 


& 


Other Important Rulings 


A= was authorized to transport 

empty tin cans prepared for de- 
tinning purposes between specified points 
free of charge to enable the War Produc- 
tion Board to avail itself of another com- 
pany’s offer to use its empty semitrail- 
ers for the handling of tin cans between 
those points without charge, where the 
proceeds received from the sale of the 


cans would not be enough to pay the cost 
of collection, let alone freight, it being 
a labor of patriotism all along the line to 
collect cans in quantity. Re Denver & 
Rio Grande Western Railroad Co. (Mis- 
cellaneous Docket No. 199, Decision No. 
24288). 


The Wisconsin commission authorized 
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a telephone company to increase rates in 
an amount which indicated a return of 
approximately 6 per cent on the rate 
base, where the Office of Price Admin- 
istration withheld any objection to the 
increase. Re La Valle Telephone Co. 
(2-U-2026). 


The Wisconsin commission authorized 
a municipal electric utility to provide ad- 
ditional facilities, the commission stating 
that from purely physical considerations 
it cannot be said that convenience and 
necessity require installation of a gen- 
erating unit when purchase power is 
available, but that they do require the 
management to provide facilities of some 
type for its customers, and if more than 
one method is available and costs can be 
kept comparable, the management should 
have a choice. Re City of Lake Mills 
(CA-2176). 


The Missouri commission held that a 
railroad company is not required to keep 
and to maintain a depot solely because 
the deed of property to the railroad com- 
pany was given in consideration of a 
depot’s being built, and an application 
for authority to discontinue the station 
must be determined on its merits. Re 
Missouri-Kansas-Texas Railroad Co. 
(Case No. 10607). 


The supreme court of North Carolina 


held that the statute prohibiting a 
municipality from contracting to pur- 
chase supplies at a cost of $1,000 or 
more, except to the lowest responsible 
bidder after two advertisements, does 
not apply to a town’s purchase of elec- 
tricity at wholesale for redistribution 
through the town’s electric plant. Mullen 
,- Town of Louisburg et al. 33 SE(2d) 
84. 


The New York commission, in ap- 
proving a lease of busses, subject to con- 
ditions, stated that the fact that busses 


are in operation shows that they have 
not been fully depreciated; approved a 
return of 5 per cent for determining ren- 
tal; found that average operating cost, 
including depreciation and return, would 
be about 15 cents a mile ; and approved a 
rental figure of 15 cents per bus mile. 
Re Manhattan & Queens Bus Corp. 
(Case 11769). 


The Wisconsin commission authorized 
an increase in rates of a municipal gas 
utility operating in two municipalities, 
upon a showing that operation had been 
conducted at a loss and that with the con- 
templated rate increase a return of only 
2.56 per cent on the adjusted net book 
value rate base would be earned. But the 
commission made its approval subject to 
the terms of a stipulation between the two 
municipalities that rates would be iden- 
tical in both communities. Re City of 


Tronwood (2-U-1964). 


The Wisconsin commission, in author- 
izing an increase in telephone rates where 
a company was operating at a loss, ap- 
proved the withdrawal of a 2-party busi- 
ness service rate, the demand for which 
had been nonexistent for many years and 
approved a rate for rural multiparty 
service the same as the present urban 
multiparty service rate, since the few re- 
maining rural grounded circuits were so 
situated as to be relatively free from in- 
ductive interference and complete metal- 
lization was imminent. Re Cameron 


Farmers Telephone Co. (2-U-2027). 


The Wisconsin commission, in deny- 


. ing authority to discontinue passenger 


service, expressed the opinion that it 
should not authorize such complete 
abandonment unless this would cause 
little, if any, public inconvenience and 
unless abandonment is necessary as a 
means of making possible the continu- 
ance of freight service to the public. Re 
Green Bay & Western Railroad Co. (2- 
R-1643). 





Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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UNITED STATES SUPREME COURT 


Ambassador, Incorporated et al. 


Vv 


United States of America et al. 


No. 446 
— US —, 89 L ed —, 65 S Ct — 
May 21, 1945 


PPEAL from judgment of District Court of the United States 

for the District of Columbia granting injunction to restrain 

hotels from making charges against guests in connection with tn- 

terstate or foreign message toll service in violation of filed tariffs; 

affirmed. For decision of court below, see (1944) 55 PUR 

(NS) 31, and for decision by Federal Communications Commts- 
sion, see (1943) 52 PUR(NS) 141. 


Telephones, § 4.1 — Jurisdiction of Federal Commission — Regulations binding on 
subscribers. 


1. The supervisory power of the Federal Communications Commission is 
not limited to rates and to services, but its power over regulated companies 
extends to charges, practices, classifications, and regulations for and in con- 
nection with communication service, including regulations binding on sub- 
scribers as to the permissible use of rented communications facilities, 
p. 197. 


Service, § 171 — Resale of telephone service by subscriber. 


2. The Federal Communications Act authorizes telephone companies to pro- 
mulgate rules binding on PBX subscribers as to the terms upon which the 
use of facilities may be extended to others not themselves subscribers, 


p. 197. 


Appeal and review, § 28.1 — Scope of review — Reasonableness of regulation — 
Commission authority. 


3. An objection to a regulation of a telephone company governing the 
terms upon which the use of telephone facilities may be extended to others 
not themselves subscribers must be addressed to the Commission and not 
as an original matter brought to the court, where the claim of unlawfulness 
is grounded in lack of reasonableness, p. 198. 


Rates, § 13.3 — Jurisdiction of Communications Commission — Telephone sur- 
charges — Hotels. 
4. The Federal Communications Commission has jurisdiction to hear com- 
plaints by hotels against the substance of a regulation of a telephone com- 
pany relating to the imposition of surcharges by hotels on interstate phone 
calls made by hotel guests, p. 198. 
[13] 193 _  §8PUR(NS) 
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Rates, § 568 — Telephone — Surcharges — Hotels. 

5. Charges to guests made by a hotel in connection with toll calls, when 
not based on the service rendered but varying in accordance with the toll 
charge made by the telephone company for communications services, are in 
violation of a filed tariff provision that message toll telephone service fur- 
nished to hotels shall not be made subject to any charge by any hotel in 
addition to the message toll charges of the company as set forth in the tariff, 
p. 198. 

Injunction, § 54 — Parties — Hotels imposing surcharges — Violation of tariff. 
6. Hotels imposing surcharges on guests in addition to message toll charges 
of a telephone company, in violation of a tariff provision, are persons in- 
terested in and affected by the regulation and, therefore, are proper parties 
defendant in an action to restrain the making of such charges, p. 198. 


Injunction, § 27 — Telephone surcharges by hotels — Violation of company tariffs. 
7. Hotels should be enjoined from imposing surcharges, in violation of 


filed telephone tariffs, for tolls or interstate phone calls made by hotel guests, 
p. 198. 


Injunction, § 27 — Against violation of tariff — Hotel customers. 
8. A court may properly conclude that the failure of hotels to indicate, for 
four days after the effective date of a regulation prohibiting surcharges, that 
they intend to comply with the regulation, justifies an injunction against the 
hotels, although the court does not grant an injunction which would compel 
the telephone companies to cut off service for violation of the regulation, 
p. 199 


Appeal and review, § 25 — Scope of review — Basis for injunction — Hotel status 
as agent or subscriber. 

9. The court, in reviewing a judgment granting an injunction to restrain 
hotels from imposing surcharges on telephone calls by guests in violation of 
a tariff filed by the telephone company under the Communications Act, need 
not decide whether the hotels are agents of the company or are subscribers 
in rendering hotel telephone service, as it is not necessary in determining the 
application of a regulatory statute to attempt to fit the regulated relationship 
into some common-law category, but it is sufficient to say that the relation 
is one which the statute contemplates shall be governed by reasonable regu- 
lations initiated by the company subject to the approval and review of the 
Federal Communications Commission, p. 199. 


¥ 


as also were the appellants, comprising 
the proprietors of twenty-seven hotels 
in the District of Columbia. The com- 
plaint asks and the court below has 
granted an injunction which forbids 
the hotels to make charges against 
their guests in connection with any in- 
terstate or foreign message toll service 


Mr. Justice JACKSON delivered the 
opinion of the court: This action was 
instituted at request of the Federal 
Communications Commission in the 
district court of the United States for 


the District of Columbia. The Chesa- 
peake & Potomac Telephone Co., 
which is engaged in rendering tele- 


phone service in the District of Colum- 
bia, and the American Telephone and 
Telegraph Co. were made defendants, 
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to or from their premises, other than 
the toll charges of the telephone com- 
panies and applicable Federal taxes. 
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The prohibition is based on a provi- 
sion to that effect in the tariff filed by 
the telephone companies. Upon the 
trial, evidence was limited by stipula- 
tion to the facts about the Shoreham 
hotel, accepted as typical of all defend- 
ants. 

Telephone service is available to 
patrons of the hotel without a charge 
by the hotel. In or near the lobbies, 
telephone booths have direct connec- 
tion with telephone company central 
offices. Calls can there be made with- 
out involving the services of the hotel 
personnel and at the usual tariff rates 
of the telephone company paid through 
its coin boxes. 


However, modern hotel standards 
require that telephone service also be 
made available in the rooms. Equip- 
ment for this purpose is specified by 
the hotel but is installed and owned by 
the telephone company. The hotel 
pays a monthly charge for its use, and 
its operation is at the hotel’s expense. 
The operating cost is substantial, rent- 
als of the Shoreham in 1943 being $8,- 
680.10 and payrolls for operation 
amounting to $21,895.62. 

Typical equipment consists of a pri- 
vate branch exchange, known as a 
PBX board, connected with a number 
of outside or trunk lines and also with 
extension lines to each serviced room, 
and other items. This equipment per- 
mits calls for various kinds of room 
service, communication between 
guests, and calls from station to station 
within the hotel for which no use of 
other lines of the telephone company is 
necessary. The same switchboard 
and its hotel-employed operators also 
handle both incoming and outgoing 
calls for guests, including many long- 
distance messages. 
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So far as the telephone company is 
concerned, the toll message coming to 
its central office from the hotel switch- 
board is handled much as a similar 
message from a residence or business 
station. Within the hotel, however, 
room telephone service necessitates ad- 
ditional labor as well as use of the 
equipment. When a call is made from 
the station in a room, it is placed with 
the switchboard operator employed by 
the hotel, and she in turn places the 
call with the telephone company’s long- 
distance operator. It is customary also 
to render services described as secre- 
tarial. Incoming messages may be re- 
ceived during the guest’s absence and 
memoranda of them are made for and 
delivered to him. Outgoing messages 
may be transmitted for the guest. In- 
formation as to his whereabouts may 
be left with the operator for commu- 
nication to callers; he may arrange to 
be reached at other locations than his 
room; he may arrange to have tele- 
phone service suspended for a period; 
incoming calls may be limited to those 
from designated persons, and various 
other services helpful to comfortable 
living are supplied by those in charge 
of the interior telephone system. 

Each long-distance call placed 
through the hotel’s switchboard is 
charged by the telephone company to 
the hotel, not to the guest. The hotel 
pays the charge and is reimbursed, less 
credit losses, by collections from the 
guest. The reimbursement item is 
separately stated on the guest’s bill and 
is not itself involved in this contro- 
versy. 

The hotel also seeks to recoup the 
cost of its service, including equipment 
rentals, and perhaps some margin of 
profit, by a service charge to the 
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guests who make long-distance calls 
from their rooms. This charge varies 
in different hotels but this typical case 
shows charges of 10 cents for toll calls 
where the telephone tariff is one dollar 
or less, 10 per cent of the telephone 
tariff where the charge is more than 
one dollar, with a maximum of three 
dollars per call. This service charge 
appears on the guest’s bill as a sepa- 
rate item, but is stated, like the reim- 
bursement charge as “Long distance,” 
abbreviated to “LDIST.” 

In January, 1942, a proceeding was 
instituted by the Federal Communica- 
tions Commission for the purpose of 
determining whether the charges col- 
lected by hotels, apartment houses, and 
clubs in the District of Columbia in 
connection with interstate and foreign 
telephone communication wer~ subject 
to the jurisdiction of the Commission 
under the Communications Act and 
what tariffs, if any, should be filed 
with the Commission showing such 
charges. No such tariffs were on file 
with the Commission at the time the 
proceeding was instituted. 

The Commission, December 10, 
1943, 52 PUR(NS) 141, found that 
it does have jurisdiction under the 
Communications Act over the charges 
collected by hotels and others and 
ruled that, if such charges are to be 
collected at all, they must be shown on 
tariffs on file with the Commission. 
It thought that the hotel should be re- 
garded as the agent of the telephone 
companies. It issued an order direct- 
ing the two telephone companies either 
to file appropriate tariffs showing 
charges collected by the hotels in con- 
nection with ifiterstate and foreign 
teléphonheé cotntnunications of to file an 
appropriate tariff regulation contain- 
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ing a specific provision with respect to 
conditions under which such interstate 
and foreign service would be furnished 
to hotels, apartment houses, and clubs. 

Confronted with these alternatives, 
The Chesapeake & Potomac Telephone 
Company filed a tariff provision in 
which the American Telephone and 
Telegraph Company concurred, which 
reads as follows: 

“Message toll telephone service is 
furnished to hotels, apartment houses, 
and clubs upon the condition that use 
of the service by guests, tenants, mem- 
bers, or others shall not be made sub- 
ject to any charge by any hotel, apart- 
ment house, or club in addition to the 
message toll charges of the telephone 
company as set forth in this tariff.” 


This tariff provision became effective 
by its terms February 15, 1944. Four 
days later, this suit was instituted to 
enjoin the hotels from collecting 
charges made in violation of the tariff 
provision, and to enjoin the telephone 
companies from furnishing such serv- 
ice to these hotels or others which con- 
tinued to make charges. 

The district court sustained the 
validity of the tariff. It regarded the 
hotels as subscribers rather than as 
agents of the telephone companies. It 
held that the tariff was violated by col- 
lection of surcharges from guests who 
make interstate or foreign long-dis- 
tance telephone calls or receive such 
calls “collect.” The court did not pass 
upon the justness or reasonableness of 
the tariff, being of opinion that such 
questions were in the first instance to 
be submitted to and determined by the 





1 The opinion was rendered orally and is not 
y al mg [Reported in —— States of 
American Teleph. & Teleg. Co. 
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Commission in appropriate proceed- 
ings. An injunction issued against 
the hotels but not against the telephone 
companies, the court, however, retain- 
ing jurisdiction over the proceedings 
as to all defendants for the purpose of 
issuing such further orders as might be 
necessary to effectuate its decision. 
Direct appeal was taken by the hotel 
defendants to this court.* 


It has long been recognized that if 
communications charges are to cor- 
respond even roughly to the cost of 
rendering the service, the use to which 
telephone installations may be put by 
subscribers must be subject to some 
kind of classification and regulation 
which will conform the actual service 
to that contracted for. Familiar ex- 


amples are the classification of resi- 
dence as against business service with 
a requirement that the subscriber con- 


fine his use of the instruments accord- 
ingly. Of course, the subscriber who 
installs a private branch exchange with 
multiple trunk lines and many exten- 
sions has obviously contracted for a 
class of service different from one 
whose installation consists of a single 


station. One of the problems incident 
to the service of a subscriber who takes 
facilities greatly in excess of his own 
needs in order to accommodate others 
is to fix upon what terms he may ex- 
tend the use of telephone facilities to 
others. This is an aspect of the prob- 
lem of resale of utility service which 
is not confined to the telephone busi- 
ness.® 

[1, 2] The Communications Act of 
1934 recognizes that tariffs filed by 
communications companies may con- 
tain regulations binding on subscribers 
as to the permissible use of the rented 
communications facilities. The super- 
visory power of the Commission is not 
limited to rates and to services, but the 
formula oft repeated in the act to 
describe the Commission’s range of 
power over the regulated companies 
is “charges, practices, classifications, 
and regulations for and in connection 
with such communication service.” 48 
Stat 1070, 47 USCA § 201(b). It is 
in all of these matters that the act re- 
quires the filed tariffs to be “just and 
reasonable” and declares that other- 





2Pursuant to § 2 of Expediting Act, 32 
Stat 823; 36 Stat 1167; 15 USCA § 29; 49 
USCA § 45; and Communications Act of 
1934, 48 Stat 1093, 47 USCA § 401(d). Also 
§ 238(1) of Judicial Code as amended, 43 
Stat 938, 28 USCA § 345(1). 

8 Cf. Re New York Teleph. Co. (NY INS 
26 PUR(NS) 311, (NY 1939) 30 PUR(NS 
350; People ex rel. Public Service Commis- 
sion v. New York Teleph. Co. (1941) 262 
App Diy 440, 40 PUR(NS) 511, 29 NY 
Supp (2d) 513, aff'd without opinion (1942) 
287 NY 803, 40 NE(2d) 1020; Hotel Pfister 
v. Wisconsin Teleph. Co. 203 Wis 20, PUR 
1931A 489, 233 NW 617, 73 ALR 1190; 
Jefferson Hotel Co. v. Southwestern Beli 
Teleph. Co. (Mo 1936) 15 PUR(NS) 265; 
Re Hotel Marion Co. (Ark) PUR1920D 
466; Connolly v. Burleson (NY) PUR1920C 
243; Re Hotel Telephone Service and Rates 
( Mass) PURI919A 190; Hotel Sherman Co. 
v. Chicago Teleph. Co. (Til) PURI9I5F 776; 
1015 Chestnut Street Corp. v. Bell Teleph. 


Co. of Pennsylvania (Pa) PURI931A 19, 
(Pa 1934) 7 PUR(NS) 184; Budd v. South- 
western Bell Teleph. Co. (Mo 1939) 28 PUR 
(NS) 235. 

Remetering of electric energy creates simi- 
lar problems of regulation, often dealt with 
by tariff prohibition of remetering. See Lewis 
v. Potomac Electric Power Co. 62 App DC 
63, PUR1933C 114, 64 F(2d) 701; rrick 
v. Potomac Electric Power Co. (DC Sup Ct) 
PUR1932C 40; Florida Power & Light Co. 
v. State ex rel. Malcolm, 107 Fla 317, PUR 
1933E 157, 144 So 657; Sixty-seven South 
Munn vy. Public Utility Comrs. 106 NJL 
45, PUR1929E 616, 147 Atl 735, aff’d (1930) 
107 NJ L 386, 152 Atl 920, cert. denied (1931) 
283 US 828, 75 Led 1441, 51S Ct ie hes" 
= Service Commission v. J. & J. Roger: 

184 App Div 705, PURI919A 876, 172 
NY Supp 498; People ex rel. New York Edi- 
yo Co. v. Public Service Commission, 191 

p Div 237, PUR1920C 526, 181 NY Su p 
ae aff'd (1920) 230 NY 574, 130 NE 8 
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wise they are unlawful. By none of 
these devices may the companies per- 
petrate an unjust or unreasonable dis- 
crimination or preference.® All of 
these must be filed with the Commis- 
sion in the form it prescribes, may not 
be changed except after due notice, 
and must be observed in the conduct of 
its business by the company. These 
provisions clearly authorize the com- 
panies to promulgate rules binding on 
PBX subscribers as to the terms upon 
which the use of the facilities may be 
extended to others not themselves sub- 
scribers. 


Of course, such authority is not un- 
limited. The telephone companies may 
not, in the guise of regulating the com- 
munications service, also regulate the 
hotel or apartment house or any other 
business. But where a part of the sub- 


scriber’s business consists of retailing 
to patrons a service dependent on its 
own contract for utility service, the 
regulation will necessarily affect, to 
that extent, its third party relation- 
ships. Such a regulation is not in- 
valid per se merely because, as to the 
communications service and its inci- 
dents, it places limitation upon the sub- 
scriber as to the terms upon which he 
may invite others to communicate 
through such facilities. 

[3, 4] It is urged, however, that the 
regulation in question is unlawful be- 
cause it is unreasonable. It is said that 
it invades the relationship between 
hotel and guest excessively, and denies 
to the hotel the right reasonably to re- 
coup its cost and to profit by the serv- 
ices it renders. But we agree with the 
district court that where the claim of 





#47 USCA § 201. 

547 USCA § 202. 

647 USCA § 203(a), (b), (c). 
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unlawfulness of a regulation is ground- 
ed in lack of reasonableness, the objec- 
tion must be addressed to the Commis- 
sion and not as an original matter 
brought to the court. We think that 
the act confers jurisdiction upon the 
Commission to hear appellants’ griev- 
ances against the substance of this 
regulation. Indeed, appellants inform 
us that the American Hotel Associa- 
tion, on behalf of its members, includ- 
ing the appealing hotels, has filed a 
formal complaint with the Commission 
alleging that the new provision of the 
tariff schedule was unreasonable, dis- 
criminatory, and unlawful, and asking 
for investigation and, at the same time, 
asserting that the tariff was illegal. 
Action on that complaint has been 
held in abeyance by the Commission 
pending the final decision on the juris- 
dictional question in this suit. 

[5] It is clear that the charges being 
made in this case violate the regula- 
tion. The charges made are not based 
on the service rendered by the hotel but 
vary in accordance with the toll charge 
made by the telephone company for 
communications services. So far as 
appears, the service rendered by the 
hotel in handling a guest’s toll call 
from Washington to Baltimore is sub- 
stantially the sanve as for a call to San 
Francisco. But for like service, the 
charge varies with the amount of the 
telephone tariff for the communication. 
The guest’s charges are so identified 
with the communications service that 
they are brought within the prohibi- 
tions of this regulation. 

[6, 7] Since the regulation, apart 
from questions of reasonableness which 
must be presented to the Commission, 


_is a valid regulation of the subscriber’s 


use of the telephone facilities involved, 
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a departure from the regulation is for- 
bidden by the act and the prosecution 
of an action to restrain a violation is 
authorized.?. When an action for en- 
forcement is instituted in any district 
court, the act expressly provides that it 
shall be lawful “to include as parties, 
in addition to the carrier, all persons 
interested in or affected by the charge, 
regulation, or practice under consid- 
eration,” and decrees may be made 
against such parties in the same man- 
ner and to the same extent as author- 
ized with respect to carriers.* One can 
hardly gainsay the government’s as- 
sertion that the appellants here are per- 
sons interested in and affected by the 
regulation in question and, therefore, 
are proper parties defendant in the ac- 
tion and injunction could properly is- 
sue against them. 

[8] It is urged, however, that inas- 
much as the court did not enjoin the 
telephone companies, the hotels should 
not be enjoined. Four days after the 
effective date of this regulation, the 
hotels had indicated no intention to 
comply with it although they had had 
due notice. It was well within the dis- 
cretion of the trial court to conclude 
that this justified an injunction. Four 
days of default by the subscriber, how- 
ever, might not be regarded as re- 
quiring an injunction which would 
compel the telephone companies to cut 


747 USCA § 401. 
847 USCA § 411. 





off service on which many persons rely. 
We are unable to see that the hotels 
have been prejudiced by the failure to 
enjoin the telephone companies or are 
in a position to complain of the omis- 
sion of what would have been an addi- 
tional hardship to themselves. 

[9] Much has been said in argument 
about the theory of the relationship be- 
tween the hotel and the telephone com- 
pany and the discrepancy between the 
view of the Commission that the con- 
tract created an agency and that of the 
district judge who said that the evi- 
dence fails to show that the hotels are 
agents of the telephone company, and 
held that “the hotels are subscribers.” 
We do not think it is necessary in de- 
termining the application of a regula- 
tory statute to attempt to fit the reg- 
ulated relationship into some common- 
law category. It is sufficient to say 
that the relation is one which the stat- 
ute contemplates shall be governed by 
reasonable regulations initiated by the 
telephone company but subject to the 
approval and review of the Federal 
Communications Commission. 

Without prejudice to determination 
by the Commission of any of the ques- 
tions raised in this case, we hold that 
the injunction was properly issued and 
the judgment below is affirmed. 


Mr. Justice Black and Mr. Justice 
Douglas took no part in the considera- 
tion or decision of this case. 
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Pennsylvania Public Utility Commission 


The Pennsylvania Rairoad Company 


Complaint Docket No. 13389 
April 9, 1945 


) gripe rene to determine whether railroad company should 
file application for approval of abandonment of spur or indus- 
trial siding; investigation terminated. 


Service, § 34 — Jurisdiction of state Commission — Abandonment of spur track. 
1. The state Commission has jurisdiction over the abandonment of a spur 
or industrial siding, since such abandonment is not governed exclusively 
by Federal law, the authority of the Interstate Commerce Commission not 
extending to the abandonment of spur, industrial, team, switching, or side- 
tracks located wholly within one state, p. 201. 


Service, § 215 — Abandonment — Necessity of authorization — Siding serving 
one industry — Consent to removal. 

2. A railroad need not obtain authority from the Commission to abandon 

service on a spur or industrial siding serving only one industry where the 

industry has ceased operations and requested the railroad to remove the 


siding, p. 201. 


By the Commission: The Commis- 
sion on June 17, 1940, instituted an 
investigation upon its own motion, un- 
der the provisions of the Public Util- 
ity Law, for the purpose of determin- 
ing whether The Pennsylvania Rail- 
road Company, respondent, should file 
an application seeking Commission 
approval of the abandonment of serv- 
ice on the spur or industrial siding 
1.22 miles in length in the borough of 
Johnsonburg, Elk county. On Sep- 
tember 3, 1940, respondent filed a mo- 
tion to dismiss for the following rea- 
sons : 


“(1) Under the present circum-~ 
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stances neither the filing of an applica- 
tion for authority to abandon said 
industrial siding nor the Commission’s 
approval of said abandonment is re- 
quired by law. 

“(2) Abandonment of said indus- 
trial siding is governed exclusively by 
Federal law. 

“(3) The provisions of par. (d) of 
§ 202 of the Public Utility Law are 
inapplicable, because : 

“(a) Service over said industrial 
siding has ceased upon the request, ex- 
plicit or implied, of the industry or 
industries previously served by said 
siding and now no longer in opera- 
tion. 
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“(b) The matter of railroad con- 
nections with sidetracks and laterals 
is entirely regulated and controlled by 
the provisions of § 406 of the Pub- 
lic Utility Law.” 

[1] There is no merit to respond- 
ent’s contention that the abandonment 
of an industrial siding is governed 
exclusively by Federal law. The Unit- 
ed States Supreme Court has held that 
under the provisions of § I, pars. 18 
and 22 of the Interstate Commerce 
Act the authority of the Interstate 
Commerce Commission does not ex- 
tend to the abandonment of spur, in- 
dustrial, team, switching or sidetracks 
located wholly within ~one state: 
Texas & P. R. Co. v. Gulf, C. & S. F. 
R. Co. (1926) 270 US 266, 70 L ed 
578, 46 S Ct 263; Colorado v. 
United States (1926) 271 US 153, 
70 L ed 878, 46 S Ct 452; Unit- 
ed States v. Idaho (1936) 298 US 
105, 80 L ed 1070, 56 S Ct 690. The 
Pennsylvania superior court recently 
held that the Pennsylvania Public 
Utility Law has jurisdiction over an 
industrial siding: Pennsylvania R. 
Co. v. Public Utility Commission 


(1943) 154 Pa Super Ct 272, 53 PUR 
(NS) 522, 35 A(2d) 584. 

[2] Information now before us in- 
dicates that the siding served only 
one industry, the Castanea Paper Com- 
pany, and at the time the industry 
ceased operations, it requested The 
Pennsylvania Railroad Company to 
remove the siding. 

After full consideration of the other 
matters involved, we are of opinion 
and find that under the provisions of 
§ 202(d) of the Public Utility Law, 
it is not necessary for a public utility 
to obtain a certificate of public con- 
venience to discontinue service to a 
patron, and remove facilities used ex- 
clusively in furnishing service to that 
patron, where the patron requests the 
discontinuance of service or otherwise 
indicates that service is no longer de- 
sired and there are no crossings as de- 
fined by § 409 of the Public Utility 
Law involved or an application has 
been made to the Public Utility Com- 
mission for the abolition of such cross- 
ings; therefore, 

It is ordered: That the investiga- 
tion be and is hereby terminated. 
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Re Tenney Telephone Company 


2-U-2005, CA-2151 
March 16, 1945; April 12, 1945 


PPLICATION for authority to increase telephone rates and to 
yi \ install new switchboard; rates prescribed and application 
for authority to install switchboard dismissed without prejudice. 


Rates, § 309 — Reconnection charges — Installation charges — Telephone rates. 
1. A charge of $2 for moving telephones and $1 for installation and recon- 
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nection was disallowed when the subscriber would be able to avoid the 
higher charge for a move by requesting that service be discontinued and 
later have it reéstablished at the new location, but a charge of $1.50 for 
moves and installations and a reconnection charge of $1 were authorized, 
p. 203. 


Rates, § 536 — Telephone — Value of service. 


2. The fact that rural telephone service is of less value than urban telephone 
service because of the difficulty of distinguishing code rings and disturbances 
caused by companions on party lines and other factors are to be considered 
in determining the value of telephone service for rate-making purposes, 
p. 204. 


Return, § 111 — Telephone company. 
3. A return of approximately 5.9 per cent was deemed reasonable for a 
telephone company, p. 205 


Construction and equipment, § 1 — Telephones — Installation of new switch- 
board. 
4. An application for authority to install a new telephone switchboard was 
dismissed without prejudice to renewal after the management of the com- 
pany has decided on the type of switchboard it wished to install and was 
prepared to submit more complete data, where the application showed the 
need for new switchboard, where the company had received bids on several 
types of installations but had not committed itself to installation of a defi- 
nite type of switchboard, had made no definite plans for acquiring such 
switchboard other than to ask for bids, where no data were available on 
the extent of rebuilding the outside plant that might be required to effect 
a change in the method of operation, and where a survey of subscribers’ 
instruments had not been made to learn how many would be replaced, 


p. 206. 


Service, § 451 — Telephone rural service — Abuse of service. 
Statement that a telephone company serving rural party lines should use 
utmost diligence in instructing operators in manual code ringing and put 
forth every effort to locate rural subscribers who maliciously interfere with 
service of others by creating disturbances on a party line when it is in use, 
and after suitable warning discontinue service to such subscribers if the 
practice is continued, p. 204. 


* 


By the Commission: On Novem- general order No. 2 of the Public 


ber 17, 1944, the Tenney Telephone 
Company filed an application for au- 
thority to increase rates for telephone 
service at its Alma exchange in the 
city of Alma in Buffalo county. 
Proof of service of notice of the pro- 
posal in said application upon the price 


administrator of the Office of Price’ 


Administration and consent to inter- 
vention by said price administrator 


in these proceedings, as required by - 
202 
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Service Commission of Wisconsin, 
was received with the application. On 
December 20, 1944, an application for 
authority to install a new switchboard 
at Alma was received and docketed 
for hearing concurrently with the ap- 
plication for permission to increase 
rates. On January 2, 1945, we re- 
ceived a letter from the Office of Price 
Administration, dated December 27, 
1944, which informed us that it would 
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not participate in these proceedings. 

Hearing was held February 2, 1945, 
at Alma before Examiner Samuel 
Bryan. 


APPEARANCES: Tenney Telephone 
Company, by Pat H. Motley, Attor- 
ney, Alma; Adolph Maassen, Alma, in 
opposition; Orville P. Deuel, Rates 
and Research Department, of the 
Commission staff. 


Opinion 
The applicant serves approximately 
540 subscribers in the city of Alma 


Business one-party service 

Residence one-party service 
Residence multi-party service 
Business extension-telephone service 
Residence extension-telephone service 


The application and the present filed 
rates of the applicant give rates for 
the classes of service listed above and 
no other exchange rates. However, 
information presented at the hearing 
and information given in the annual 
report of the applicant indicate that 
one- and 2-party business service 
are available and that rural multiparty 
service is of two classes; namely, 
business and residence. Exhibit 3 
listed proposed rates for these classes 
of service and the rates authorized 
herein will include a 2-party business 
and rural business rate. All subscrib- 
ers’ lines classified as urban residence 
multiparty service, with one exception, 
have four or fewer telephones per line. 
The rates to be authorized will pro- 
vide 4-party service in place of resi- 
dence multiparty service. The testi- 
mony indicates that the one residence 
party line, on which five telephones 
are connected at present, will be divid- 
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and the surrounding territory in the 
towns of Alma, Nelson, Lincoln, 
Belvidere, Gilmanton, Waumandee, 
and Modena. Unlimited interexchange 
service to Cochrane, Nelson, Gilman- 
ton, Modena, and Mondovi is includ- 
ed with exchange service at the reg- 
ular rates. Data from a 3-day peg 
count made by the applicant on 
January 29th, 30th, and 31st showed 
an average of approximately one-half 
call per subscriber per day to so-called 
free interexchange points. The pres- 
ent and proposed rates as stated in the 
application in this case are: 


Present 
Net 
$6.00 


Proposed 
Gross 


ed when materials become available. 
The service on this line should be 
rendered at the 4-party rate until that 
time. 


[1] The application includes a re- 
quest for permission to apply a charge 
of $2 for moving telephones and $1 
for installation and reconnection of 
telephones. Our experience has shown 
that a higher charge for moves than 
for service connections is often un- 
workable because the subscriber may 
avoid the higher charge for a move by 
requesting that service be discontinued 
and later have it reéstablished at the 
new location. We will authorize a 
charge of $1.50 for moves and instal- 
lations, and a reconnection charge of 
$1. A rate of $1.50 for service con- 
nections is consistent with our finding 
in docket 2-U-1628 and other cases 
involving charges of this type. 

The opposition to the proposed in- 
crease in rates came from rural sub- 
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scribers. The Commission received 
letters from four of the company’s 
rural subscribers and one rural sub- 
scriber appeared at the hearing. The 
statements in opposition closely parallel 
those made in opposition at the hear- 
ing by Mr. Adolph Maassen. 

In its letter of December 27th the 
Office of Price Administration asked 
that we consider a rate base suggested 
by it and directed our attention to the 
high estimate of operators’ salaries in 
the company’s budget for 1945. The 
suggested rate base approximates that 
determined by our staff and the com- 
pany’s estimate of expenses is dis- 
cussed herein. 

[2] A comparison of rates at Alma 
with those of surrounding communities 
shows that present rates are below the 
average and that the rates for urban 
service are proportionately lower than 
those for rural service. It was pointed 


out at the hearing that rural service is 
of less value than urban service be- 
cause of the difficulty of distinguish- 
ing code rings and disturbances caused 


by companions on party lines. This 
and other factors are to be considered 
in determining the value of service. 
The utility should use utmost diligence 
in instructing operators in manual code 
ringing and every effort should be 
made to locate rural subscribers who 
maliciously interfere with service of 
others by creating disturbances on a 
party line when it is in use. After 
suitable warning the service of such 
subscribers should be discontinued if 
the practice is continued. 

The amount of the proposed in- 
creases in rural rates was also attacked 
by the opponents of the application and 
the opinion was advanced that some 
rural subscribers would discontinue 
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service if rates became too high. 
Nearly every proposal to increase rates 
for telephone service meets with the 
threat that service will be terminated 
by subscribers, but in general the num- 
ber of subscribers who discontinue 
service following an increase in rates 
has been insignificant. However, 
studies made by our staff show a cor- 
relation between the level of rural 
rates and the rapidity with which 
service is discontinued during times of 
economic distress. 

Our analysis of the expenses of the 
applicant shows that the proposed rates 
would bring in revenue sufficient to 
meet all expenses and a return in ex- 
cess of 6 per cent on the rate base 
found to be proper for use in this case. 
We believe the difference between the 
rates applied for and the rate required 
to yield needed revenue should be ap- 
plied to reduction of the proposed rate 
for rural residence service and 4-party 
urban service. 

The principal reason of the utility 
for seeking to increase rates is to meet 
additional expenses resulting from 
higher wages and salaries. These 
major wage increases were necessitat- 
ed by the provisions of the Federal 
Wages and Hours Act which became 
effective for the applicant on July 17, 
1944. According to the testimony 
wages were increased on March 1 and 
July 17, 1944, and two additional 
operators were added during the year. 
In its statement of estimated expenses 
for 1945 as given in Exhibit 3, the 
company estimated operators’ salaries 
at $4,731, which is 210 per cent of 
the average of $2,250 expended for this 
item for the years 1940-1943, inclu- 
sive. The testimony indicates that 


operators’ salaries, including the wages 
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of two new operators, were increased 
a total of $1,600 annually during 1944. 
According to information in: our files, 
operators’ salaries from January 1, 
1944, to November 30, 1944, were 
$2,812 and the amount expended for 
this purpose during one entire year 
was $3,150. From these facts we de- 
termine that in December operators 
were paid $338. Testimony shows 
that a full force of operators was em- 
ployed during December and that all 
wage increases were effective during 
that month. On the basis of Decem- 
ber payments we estimate the annual 
expenditures for operators’ wages to 
be approximately $4,000. 

An estimate of the applicant’s rev- 
enue under the rates authorized here- 
in, together with an estimate of the 
operating revenue deductions for 1945, 
is given below. The operating ex- 
penses, with the exception of opera- 
tors’ wages, are those submitted by 
the company in Exhibit 3. 


Estimated Income Statement 


Operating Revenues 
Local Service Revenue 
Toll Service Revenue 
Miscellaneous Revenue 


Total Revenues 
Operating Revenue Deductions 
Telephone Operating Expense 

Repair labor 
Repair material and supplies .. 
Other maintenance expense .... 
Station removal and changes .. 
Operators’ wages 
Traffic expense 
General office salaries 
Other general expense 


Total Operating Expenses .. 
Depreciation Expense 


Total Operating Revenue De- 
ductions 


* Computed at net rates less $300 for addi- 
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[3] The net book value of property 
and plant devoted to telephoné service 
based on figures reported to the com- 
pany on December 31, 1944, was $20,- 
906. The net book value was deter- 
mined by using the reported gross 
book value of property and plant of 
$45,288 less a reported depreciation 
reserve of $24,382 as of December 31, 
1944. The addition of an allowance 
for working capital and materials and 
supplies on hand gives a rate base of 
$22,906 which we consider reasonable 
for purposes of this case. We estimate 
that a return of approximately 5.9 per 
cent on the assumed rate base will be 
afforded to the company under the 
rates which we will authorize. 


Present quarterly rates for ex- 
change service are quoted on a gross 
and net basis with a difference of 50 
cents between gross and net rates. 
Payment may be made at the net rate 
during the first month of the quarter. 
Subscribers may pay for exchange 
service annually in advance during 
January of each year and receive a 
discount of $1 from the annual net 
rates. The proposed rates retain the 
net and gross rate and the $1 dis- 
count for annual payment. However, 
it is proposed to increase the difference 
between the gross and net rate to 75 
cents and to apply the net rate during 
the first month of the quarter 25 cents 
above the net rate during the second 
month of the quarter and 50 cents 
above the net rate during the third 
month of the quarter. Gross rates 
would apply to all bills paid after the 
last day of the quarter. The treasurer 
of the company, Mrs. Augusta Hitt, 


tional discounts to subscribers who pay an- 


nually in advance. _ 
**Company’s estimate based on 1943 toll 
revenues. 


58 PUR(NS) 





WISCONSIN PUBLIC SERVICE COMMISSION 


testified that she did not know of any 
need for a greater differential between 
gross and net rates as a means of en- 
couraging prompt payment. The rec- 
ord in this case shows that in 1944 
approximately 90 per cent of the sub- 
scribers paid for service at the net 
rate. We believe that no need has 
been shown to exist for a change in 
the billing and discount practices, and 
the rates we will authorize will pro- 
vide a gross rate that is 50 cents above 
the net rate. 

[4] An application to replace the 
existing switchboard was placed be- 
fore us concurrently with the applica- 
tion for permission to increase rates. 
The switchboard in use in Alma at 
present is an American switchboard, 
manufacture of which has been discon- 
tinued according to the testimony. 
The switchboard was installed about 
1925, and at the time of the hearing 
in this case was in good operating con- 
dition. However, the amount of main- 
tenance work required to keep the 
switchboard in good condition has in- 
creased in recent years, and mainte- 
nance has become a problem because 
new parts are no longer available. 


It is the opinion of witnesses that 
a combination switchboard with com- 
mon battery operation for urban serv- 
ice and magneto equipment for rural 
and interexchange service should be 
installed. The company has received 
bids on several types of installations, 
and the management has not commit- 
ted itself to installation of a definite 
type of switchboard and has made no 
definite plans for acquiring a proposed 
switchboard other than to ask for bids 
on several types of boards from manu- 
tacturers. No data are available on the 
extent of rebuilding the outside plant 
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that might be required to effect a 
change in the method of operation, 
nor has a survey of subscribers’ instru- 
ments been made to learn how many 
would be replaced. The applicant has 
shown a need for a new switchboard 
but because of the lack of a definite 
proposal, we believe this application 
should be dismissed without prejudice 
to a renewal of the application after 
the management of the Tenney Tele- 
phone Company has decided on the 
type of switchboard it wishes to install 
and is prepared to submit more com- 
plete data. 
Findings 

The Commission finds: 

1. That the present rates for ex- 
change service of the Tenney Tele- 
phone Company are inadequate and 
that the rates applied for, in so far as 
they differ from the rates herein pre- 
scribed, are unreasonable. 

2. That the rates herein authorized 
are adequate and reasonable. 

3. That the proposal of the appli- 
cant relative to installation of a new 
switchboard is indefinite and data are 
incomplete to the extent that it is im- 
possible to determine whether or not 
public interest, convenience, and neces- 
sity would be served by granting a 
certificate of authority in these pro- 
ceedings. 


Supplemental Order 


In our order of March 16, 1945 
(printed herewith), in the above-en- 
titled matter the exchange rates au- 
thorized included a 2-party business 
telephone service rate, a rural business 
telephone service multiparty rate, and 
a provision for a discount of $1 per 


.month from the net rate for payment 
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of telephone bills annually in advance 
if such payment is made during the 
month of January. 

A letter from the applicant’s attor- 
ney, dated April 3, 1945, stated that 
Exhibit 3, which contains a classifica- 
tion of subscribers is in error in that 
there are not now and have never 
been any subscribers of the applicant 
classified as 2-party business sub- 
scribers, and that the company does 
not have a classification of service 
known as rural business multiparty 
service. There is no demand for urban 
2-party business service and the utility 
desires to continue its long-established 
practice of classifying all rural multi- 
party subscribers’ service as one class 
of service. 

The past practice of the applicant 
has been to allow a discount of $1 per 
year from the net rate for payment 
for exchange service annually in ad- 
vance. The statement in our order of 
March 16th that the discount is $1 per 
month is in error and should have 
been $1 per year. It was our inten- 


tion in issuing the order to continue 
the practice with respect to annual 
advance payment discounts without 
change. 


ORDER 


It is therefore ordered: 

1, That our order of March 16, 
1945, in the above-entitled matter be 
and is hereby amended so as to de- 
lete the rate for 2-party business tele- 
phone service and rural multiparty 
business service from the schedule of 
rates authorized and substitute the 
term “Business or Residence Multi- 
party” for “Residence Multiparty” in 
the rate schedule prescribed by said 
order. 


2. That our order of March 16, 
1945, in the above-entitled matter be 
and is hereby amended in respect to 
the discount for payment for service 
annually in advance so as to provide 
that the discount applicable to charges 
under the rates for exchange service 
in said amended schedule shall be $1 
per year instead of $1 per month. 
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Accounting, § 56 — Write-up — Fictitious surplus. 
1. A fictitious surplus, having no real existence in fact, and representing no 
capital outlay, should not be permitted to remain as a capital asset which 
would provide a distorted picture of a company’s financial structure, p. 210. 


Accounting, § 10 — Charge to depreciation reserve — Fictitious surplus. 
2. The Commission is justified in requiring clear proof that sufficient ac- 
cruals to depreciation reserve directly applicable to a fictitious surplus and 
sufficient to offset it has been set up before permitting the amount to be 
charged to depreciation reserve, p. 210. 


Accounting, § 56 — Fictitious surplus — Charge to earned surplus. 
3. A fictitious surplus created by charging to capital account an amount in 
excess of original cost of property, in the absence of proof that proper re- 
serves for depreciation applicable to the amount in question have been 
created, may properly be ordered by the Commission to be charged to earned 
surplus, p. 210. 


Accounting, § 13 — Loss on line construction — Construction approved by Com- 
mission member. 

4. The fact that an application to the Commission for permission to con- 

struct a gas transmission line was made under pressure from a member 

of the Commission can have no effect on proper accounting methods appli- 

cable to the transaction when the venture turns out to be improvident, 


p. 213. 


Accountire, § 13 — Loss on line construction. 


5. A Commission requirement that a natural gas company charge to surplus 
instead of depréciation reserve a loss incurred in improvident line construc- 
tion, originally charged to retirement reserve but found by the Commission 
to be an improper charge to that reserve, was not unreasonable, although the 
loss might have been handled in a different manner in the first place, p. 213. 


Accounting, § 10 — Depreciation reserve. 


6. The reserve for depreciation account is not an odd lot corner to which 
every loss may be thrown, irrespective of its source, but is a reserve set up 
solely for the purpose of providing for depreciation of physical plant in pub- 
lic service, p. 213. 


Intercorporate relations, § 15 — Payment to affiliate — Burden of proof. 


7. The burden rests on a gas company to establish clearly that a fee paid to 
_ an affiliated company was reasonably necessary and proper, p. 214. 


Accounting, § 24.1 — Engineering fee — Payment to affiliate. 
8. An amount paid by a gas company to an affiliated construction company 
for supervision of construction work, based on a percéntage of the cost of 
the work, was properly orderéd eliminated from fixed capital and directed 
to be charged to surplus, where there was no evidence to sustain the charge 
but it appeared that the company paid for all engineering services as a part 
of the cost of the work, p. 214. 


Accounting, § 1 — Effect of authorization for securities. 


9. A grant by the Commission of authority to issue securities, especially to 
an affiliate, does not constitute a blank certification of the correctness of a 
utility’s capital accounts, p. 215. 
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fernan, Brewster, and Foster, JJ. 
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int in Baldwin, of New York city (Charles 

T re- HG. Blakeslee, of New York City, of 

ee counsel), for petitioner; Philip Hal- 

pern, of Albany (Laurence J. Olm- 

ia! sted, of Albany, of counsel), for 

; respondents. 

con- Foster, J.: We are asked to re- 

nber view, pursuant to Art 78 of the Civil 

ppl Practice Act, certain orders of the 

Public Service Commission relative 

to the accounts of petitioner, the Pa- 

vilion Natural Gas Company. Peti- 

plus tioner is a public utility gas corpora- 
ruc- ; rate ae 

sine tion subject to the jurisdiction of the 

the Commission, and the latter on its own 

213. motion instituted in February, 1938, 

an investigation of petitioner’s ac- 

sich counts and records, and as to the orig- 

up inal cost of petitioner’s property and 

ub- the depreciation thereof. After the 

conclusion of the first set of hearings 

a report was made by the hearing 

| to commissioner, and thereafter the pro- 

ceeding was reopened on the request 

of petitioner and additional hearings 

* were held. Orders were then made 





directing petitioner to make certain 
specified entries on its books of ac- 
count. The entries in controversy are 
these : 

(1) Purchase of Pittsburgh Gas & 
Oil Company in 1915. Petitioner has 
been directed to write off the sum of 
$93,016.80 by charging the same to 
Earned Surplus. Petitioner contends 


[14] 
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Appeal and review, § 36.1 — Conclusiveness of decision — Accounting. 
10. The Commission will not be interfered with unless there is clear proof 
that there was an abuse of discretion in refusing approval of a prior unau- 
thorized transfer from retirement reserve to surplus account, p. 215. 

(Hu, P.J., 
* 
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dissents. ) 


that this amount should be charged 
against its Depreciation Reserve Ac- 
count on the ground that full and 
proper reserves for depreciation of the 
property were duly set aside for this 
purpose. 

(2) Loss on the construction of the 
Newfield line amounting to $29,- 
009.79 which petitioner has been or- 
dered to charge to Earned Surplus. 
Petitioner contends also that this 
amount should be charged to its De- 
preciation Reserve Account, because 
surplus for the depreciation of this 
property had also been duly set 
aside. 

(3) A construction fee of $50,412 
to Stemmler & Company. Petitioner 
was directed to eliminate this amount 
from its property accounts and charge 
the same to Earned Surplus on the 
ground that there was no proof in the 
case that petitioner received any serv- 
ices for the Stemmler fee, other than 
services for which it had already paid, 
as a part of the cost of work under 
contract, or as salaries to its own of- 
ficers and employees. Petitioner con- 
tends that this amount is proper in 
that it covered necessary engineering 
services in connection with the con- 
struction of a new gas plant and also 
on the ground that the expenditure 
was approved by the Commission in 
1928. 

(4) Transfer of $196,159.62 sur- 
plus to Depreciation Reserve. This 
transfer was directed upon the ground 
that petitioner had previously trans- 
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ferred in 1926, in violation of the sys- 
tem of accounts then in vogue, this 
amount from its Retirement Reserve 
Account to its Surplus Account. Peti- 
tioner contends that this original 
transfer was proper because its depre- 
ciation reserve at the time was exces- 
sive, and that such fact was recognized 
by the Commission, and also that 
there is no finding as to the amount 
of the proper depreciation for reserve 
at the time of the transfer. 

These items will be discussed in the 
order mentioned. 

[1-3] In 1915 upon the joint ap- 
plication of the Pittsburgh Gas & Oil 
Company and petitioner the Public 
Service Commission granted permis- 
sion to petitioner to purchase for the 
sum of $200,000 in cash all the rights, 
privileges, franchises, and property of 
the Pittsburgh Company. The order 
for the transfer provided that payment 
of the purchase price should not be 
made by petitioner until a written in- 
strument of transfer had been exe- 
cuted and delivered. No such instru- 
ment was executed but all of the 
outstanding stock of the Pittsburgh 
Company was properly transferred to 
petitioner, and hence, of necessity a 
transfer of all of the vendor’s prop- 
erty followed as a matter of course. 
The permission order also provided: 
“Nothing herein contained shall be 
deemed to construe as controlling the 
action of this Commission in any capi- 
talization or rate proceeding which 
may hereafter be brought by The Pa- 
vilion Natural Gas Company, or its 
successors.” Petitioner was thus 
placed on notice, if any notice was 
necessary, that the Commission’s ap- 
proval of the transaction did not nec- 
essarily mean its acceptance with. 


938 PUR(NS) 


finality for capitalization purposes the 
face value of the figures involved. 
The two companies were closely 
affiliated, so closely in fact that the 
petition seeking approval of the trans. 
action was executed for both com. 
panies by the same individual, and the 
petition itself contained the statement 
that the capital stock of both corpora. 
tions was owned substantially by the 
same people. These companies were 
also closely affiliated to the corpora- 
tion known as the Independent Nat. 
ural Gas Company. This company 
owned all of the stock of petitioner 
at the time, and in addition practically 
all of its stockholders were also stock- 
holders of the Pittsburgh Company, 
No cash was paid by petitioner to the 
Pittsburgh Company because appar- 
ently on account of the interlocking 
interests no payment was required ex- 
cept a small payment to the minority 
stockholders of the Pittsburgh Com- 
pany, and apparently whatever cash 
was needed for this purpose was fur- 
nished by the Independent Natural 
Gas Company. After the transaction 
petitioner entered upon its books a 
journal entry which debited $200,000 
to an asset account called “Pittsburgh 
Gas & Oil Company,” and credited 
bills payable with a like amount. It 
is assumed, and there appears no other 
plausible explanation, that the latter 
entry was on account of petitioner’s 
obligation to the Independent Natural 
Gas Company, the parent corporation. 
After the original debit entry of 
$200,000 the amount was broken 
down on petitioner’s books as follows: 


Accessory Works Equip. ........ 


Subsequently, the Independent Nat- 
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yral Gas Company merged its accounts 
with those of petitioner. The latter’s 
jiabilities to the parent corporation 
were canceled, and petitioner’s surplus 
was credited with $200,000. We take 
this to mean that by the cancellation 
of the $200,000 intercompany debt an 
alleged capital surplus for petitioner 
in that amount was created. Still 
later, in 1926, when control of peti- 
tioner passed to the Genesee Valley 
Gas Company the liabilities of Inde- 
pendent were again cancelled, for rea- 
sons not apparent, but the $200,000 
item remained -in petitioner’s surplus. 
It does not seem to be disputed that 
the actual cost of the physical proper- 
ty acquired from the Pittsburgh Com- 
pany was only $38,247.89, despite the 
figures heretofore noted. Thus the 
petitioner, as a result of this inter- 
filiate transaction, entered on its books 
as an asset a write-up of $161,752.11, 
ie., the difference between $200,000 
and the $38,247.89. It is conceded 
that this excess over cost value did not 
and does not now represent any prop- 
erty used or useful in the public serv- 
ice. The president of petitioner 
claimed that it represented the cost 
of creating the company and what it 
actually paid out for this purpose in 
excess of physical value, and it was 
his belief that this intangible value will 
remain as long as the business con- 
tinues and prospers. 


Petitioner originally claimed that 
this balance should be placed in the 
Miscellaneous Intangible Account as 
part of its fixed capital. The hearing 
Commissioner rejected this claim at 
the conclusion of the first set of hear- 
ings and recommended that this bal- 
ance be charged to petitioner’s surplus 
account. The case was then reopened 
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upon petitioner’s application and a 
new proposal was made. Petitioner 
abandoned the theory that the balance 
of $161,752.11 should be carried as 
an intangible asset in its capital ac- 
counts, and advanced the claim that 
it should be charged to petitioner’s 
Depreciation Reserve. Petitioner al- 
leged support for this claim on the 
ground that the entire balance had 
been amortized by accruals to three 
differently labeled accounts, but all set 
up for substantially the same purpose 
of creating a reserve, during the period 
which elapsed between the date of pur- 
chase and the date of the examina- 
tion. The first account was known as 
“Accrued Amortization of Fixed Cap- 
ital Reserve,” in effect until July 1, 
1924; which became thereafter ‘“‘Re- 
tirement Reserve,” in effect until 
January 31, 1938, which became 


thereafter “Depreciation Reserve.” 


In support of its new contention 
petitioner offered proof that in the 
year 1916 15 per cent of the total price 
for the Pittsburgh property, or 
$30,000 was charged to amortization 
or depreciation of that property and 
credited to Amortization Reserve. 
During the years 1918 to 1920 no ac- 
cruals or amortization were made. 
During the years 1920 to 1925 an- 
nual accruals were made for this pur- 
pose on the basis of 5 per cent of 
petitioner’s fixed capital upon all prop- 
erty installed after December 31, 
1908. The $200,000 Pittsburgh pur- 
chase was included in the fixed capital 
or base upon which the 5 per cent 
annual accrual was computed, and the 
same method was employed for the 
first eight and a half months of the 
year 1926. Thus, petitioner asserted 
that from 1916 to 1926 it had set up 
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$84,988.45 in its reserve to take care 
of depreciation on the Pittsburgh 
transaction. During the latter part 
of 1926 and during the years from 
1927 to 1941 petitioner adopted a dif- 
ferent method of computing accruals 
to reserve and computed them on a 
basis of a percentage of revenues ; that 
is, it allocated a fixed percentage of 
its gross revenues for such purpose. 
Petitioner computed these accruals 
for that period as amounting to $29,- 
920. The Commission declined to 
accept this amount as _ representing 
proper accruals to depreciation during 
that period on the ground that they 
were based upon a percentage of reve- 
nues and as such could only be made 
for the purpose of retirement of peti- 
tioner’s property and not for the pur- 
pose of absorbing improper items from 
capital accounts. It is pointed out that 
when accruals are based on revenues 


“any attempt to allocate a portion of 
the reserve to a particular piece of 


property is highly conjectural.” Ob- 
viously under this method the accruals 
based on a percentage of gross reve- 
nues would have been the same 
whether or not the Pittsburgh proper- 
ty was included in fixed capital. It 
was also pointed out that petitioner 
failed to show that accruals from 1927 
to 1941 were adequate not only for 
depreciation on its tangible operating 
property but also sufficient to provide 
for the retirement of the excessive 
book balance resulting from the Pitts- 
burgh transaction. 

The Commission, however, did ac- 
cept petitioner’s computation of $84,- 
988.45 as representing accruals dur- 
ing the period from 1916 to 1926 as 
applicable to the Pittsburgh property. 
But as applied to the transaction it 
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distinguished between accruals whi 
it held should relate to the cost of th 
physical property, that is, $38,247.89 
and those which should relate to th 
excessive book balance of $161,752.1] 
In determining the amount of accrual 
applicable to each element it followed 
the method of computation used by 
the company and on that basis found 
that $16,253.14 out of the accepte 
figure of $84,988.45 would be con 
sumed in the retirement of the physica 
property actually acquired. It heli 
therefore that this amount could not 
be set up in the Depreciation Reserve 
as an offset against the excess book 
balance. The difference between thes 
two figures of $68,735.31, however, 
could be used for such purpose. The 
Commission therefore modified the de. 
cision originally proposed of charging 
the whole excess of $161,752.11 to 
surplus by deducting the sum of $68, 
735.31 therefrom and directing that 
the balance of $93,016.80 be charged 
to surplus. 

We cannot say that the decision oi 
the Commission as to this item was 
arbitrary or without support in the 
evidence. The Commission had full 
power to supervise the accounts of 
petitioner, and moreover the burden 
of proof was on the latter to establish 
the correctness of its own accounts, 
Public Service Law, § 66, Subd. 9. 
Petitioner’s complaint is based largely 
on the assertion that it complied with 
all the requirements of the different 
accounting systems promulgated by 
the Commission during the period 
covered, and that it is now being pe- 
nalized because its passing judgment 
as to detailed rules of procedure 
respecting amortization and _ other 
aspects of accounting does not now 


212 





PAVILION NATURAL GAS CO, v. MALTBIE 


coincide with the after judgment of 
the Commission. However the crux 
of the situation as it appears to us lies 
Min the fact that petitioner created a 
fictitious surplus of $161,752.11, a sur- 
plus that had no real existence in fact, 
and that out of this inflationary book- 
keeping, plus a failure to set up ade- 
quate accruals against it, all the diffi- 
culties with respect to this item have 
arisen. A part of this amount has 
been taken care of by accruals to off- 
set it in the amount of $68,735.31, but 
the balance of $93,016.80 is still ficti- 
tious if viewed in the light of what a 
surplus should really represent. This 
balance represents no capital outlay in 
any real sense and to permit it to re- 
main as a capital asset would provide 
a distorted picture of petitioner’s fi- 
nancial structure. Petitioner appar- 
ently recognized this when it changed 
its proposal to have this balance 


placed in its Miscellaneous Intangible 
Account, as a part of its fixed capital, 
to its last proposal to have it placed 


in its depreciation reserve. Before 
permitting it to be placed in the 
last mentioned account the Commis- 
sion was justified in requiring clear 
proof that sufficient accruals to the 
reserve, directly applicable to this 
specified amount, and sufficient to off- 
set it had been set up. Petitioner, we 
believe, failed to sustain its burden 
of proof in that regard and under the 
circumstances the decision of the Com- 
mission directing that it be charged to 
surplus was neither arbitrary nor ca- 
pricious. 

[4-6] In 1922 petitioner applied to 
the Commission for permission to 
construct a gas transmission line, un- 
der the terms of an agreement with 
the Newfield Company, for the pur- 
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pose of obtaining an additional supply 
of gas from the latter. There is evi- 
dence that the application was made 
under pressure from a member of the 
Commission, and as it turned out the 
venture was an improvident one, but 
these facts cannot be held to have any 
effect on proper accounting methods 
applicable to the transaction. 
Petitioner was to construct the line 
and hold title thereto until 50 per cent 
of the cost of construction had been 
paid by the Newfield Company in the 
form of rebates on gas purchased, and 
then title was to be transferred to the 
Newfield Company. The cost of the 
line was $64,626.87. The gas supply 
thus tapped failed in 1925 before title 
to the line had been transferred. Peti- 
tioner salvaged the cost of the line in 
part, some of the pipe being taken up 
and used elsewhere, and some being 
used in place with other lines. Peti- 
tioner sustained a loss of $27,324.64, 
the difference between the cost of con- 
struction and the total amount of pay- 
ments received from the Newfield 
Company plus the cost of the pipe sal- 
vaged. Petitioner charged this loss 
off by debits to the Retirement Re- 
serve in the years 1930 and 1931. 
This charge of the loss to the Re- 
tirement Reserve was held by the 
Commission to be improper on the 
ground that the entire transaction had 
nothing whatever to do with such re- 
serve. It was pointed out that no part 
of the loss could properly have been 
charged to the reserve if title had been 
transferred to the Newfield Company 
under the terms of the agreement. In 
addition the transaction was not car- 
ried as a part of plant accounts but 
in an account for miscellaneous invest- 
ments, and hence no accruals were 
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applicable to the Newfield line. In 
view of this the Commission has de- 
termined that petitioner’s proposal to 
charge the loss to Depreciation Re- 
serve would not constitute proper ac- 
counting, and that the loss should be 
charged to surplus. Viewed as an 
accounting proposition we cannot say 
that this determination is unreasona- 
ble and not sustained by the evidence 
in the record. It is suggested that 
the loss might have been handled in a 
different manner. Perhaps the line 
might have been set up as a part of 
petitioner’s depreciable property and 
accruals made thereon as a part of its 
operating expenses. Then there would 
have been accruals in the reserve 
against which a loss could have been 
taken. But this was not done, and the 


transaction must be viewed now as it 
was actually handled and not from the 
viewpoint of what might have been 


done. The reserve for depreciation 
account is not an odd lot corner to 
which every loss may be thrown, ir- 
respective of its source, but a reserve 
set up solely for the purpose of pro- 
viding for depreciation of a physical 
plant in public service. Long Beach 
Gas Co. v. Maltbie (1942) 264 App 
Div 496, 46 PUR(NS) 393, 36 NY 
Supp(2d) 194, affirmed (1943) 290 
NY 572, 48 NE(2d) 167. It may be 
said, however, that the charge of this 
loss against the Surplus Account now 
does not reduce such account to any 
greater extent than it would have been 
reduced if the transaction had been 
handled as depreciable property or if 
the loss had been amortized as a part 
of operating expenses. 

(7, 8] In 1926 the Genesee Valley 
Gas Company acquired all of peti- 
tioner’s capital stock. T. W. Stemm- 
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ler was the president of the Gene 

Company and he became president of 
petitioner. He was also president of 
Stemmler & Company, an engineering 
and construction company, and one of 
the companies which controlled the 
Genesee Valley Gas Company. In 
October, 1926, petitioner entered into 
a contract with Stemmler & Company 
under which the latter agreed to super- 
vise all of petitioner’s construction 
work for a fee of 124 per cent of the 
cost of the work. The cost, as de. 
fined, included subcontracts, materials, 
machinery, equipment, labor, lands, or 
rights of way, and in addition and 
quite significantly, the salaries of 
engineers and a superintendent of con- 
struction from the Stemmler Com- 
pany. An artificial gas plant was con- 
structed under this agreement for peti- 
tioner some time between 1926 and 
1928, and during that period peti- 
tioner paid to Stemmler & Company 
a fee of $50,412.77, which represented 
12} per cent of the cost of the work 
done on the gas plant, under the pro- 
visions of the contract. This fee was 
included in petitioner’s property ac- 
counts as a part of the original cost 
of the plant. The Commission held 
that such fee, exacted from an affiliated 
company by Stemmler & Company, 
which at the time had petitioner under 
its complete domination and control, 
required justification, and that since 
no evidence was offered as to the pro- 
priety or reasonableenss of the charge 
it was manifestly improper to permit 
same to remain in petitioner’s capital 
accounts. A rather feeble defense to 
sustain the propriety of the charge was 
offered on the theory that there was 
need for engineering services in con- 
nection with the construction of the 
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plant, but the awswer to this argument 
is that petitioner paid for all engineer- 
ing services as a part of the cost of the 
work. In view of the intercompany 
relations the burden rested on peti- 
tioner to establish clearly that the fee 
was reasonably necessary and proper, 
and since there is no evidence what- 
ever to sustain it the Commission was 
clearly justified in refusing to permit 
the charge to remain as a part of fixed 
capital, and to direct that it should be 
charged to surplus. Long Beach Gas 
Co. v. Maltbie, supra. 

[9] When the Genesee Valley Gas 
Company took over control of peti- 
tioner in 1926 there was on petition- 
er’s books a Retirement Reserve in the 
amount of $477,581.59. The new 
management decided on the basis of 
its own theoretical computations that 
$281,421.97 was a sufficient reserve 


and that the balance of $196,159.62 
represented an excess over an ade- 
quate reserve, and thereupon it pro- 
ceeded to transfer the alleged excess 
from the Retirement Reserve to its 


Surplus Account. Permission for this 
transfer was not obtained from the 
Commission, and the transaction ap- 
parently was in violation of the uni- 
form system of accounts then in vogue. 
Such system then provided: “No por- 
tion of the amount reserved for retire- 
ment shall be diverted to surplus, or 
other use made thereof, except as 
above provided, without the approval 
of the Commission” (Account 251. 
Retirement Reserve). The transfer in 
question was not within the exception 
in the sentence quoted and hence the 
permission of the Commission was 
necessary to properly effectuate it. 
The same restriction has been carried 
over to the present system of accounts 
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now required (Account 250. Reserve 
for Depreciation). The foregoing 
transfer was discovered in December, 
1927, and the company was notified 
by letter that it violated the system 
of accounts. Apparently petitioner 
took no action thereon. It is urged 
as a defense that the Commission au- 
thorized the issuance of securities after 
it knew of the transfer. We know of 
no authority, applied to like circum- 
stances, which holds that a grant of 
authority to issue securities, especially 
to an affiliate, constitutes a blank cer- 
tification of the correctness of a util- 
ity’s capital accounts. The Commis- 
sion has ordered the company to re- 
verse the transfer and to restore the 
sum of $196,159.62 to the Deprecia- 
tion Reserve. 

[10] There is no explanation in the 
record for failure to obtain permission 
of the Commission before the transfer 
was made but it is asserted that the 
reserve as of December, 1926, was in 
fact in excess of the required amount 
and that the Commission ought now 
to give its approval of the transfer as 
of that date. This, of course, is mere- 
ly an appeal to the discretion of the 
Commission and on such an applica- 
tion the order of the Commission will 
not be interfered with unless there is 
clear proof that there was an abuse of 
discretion. We find no such proof in 
the record. The proof does not reveal 
that the reserve as of December, 1926, 
was in fact excessive. Against the 
$477,581.59 in the Retirement Re- 
serve there were several large amounts 
which should have been been recorded 
as of that time. Included among these 
was the item of $20,302.47 on the 
physical property acquired from the 
Pitt-burgh Company, the sum of $68,- 
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735.31 on account of the inflationary 
element of the Pittsburgh transaction, 
and some other unrecorded retire- 
ments amounting to $119,283.46. If 
these items were charged against the 
amount then in the Retirement Re- 
serve the balance would have been less 
than the sum of $281,421.97, which 
was the amount arrived at by theoret- 
ical computations as an adequate and 
proper reserve requirement. 

In the light of these facts we cannot 
say on a review of this character that 
petitioner sustained the burden of es- 
tablishing that the Depreciation Re- 
serve was excessive at the time of the 
transfer. Moreover if petitioner’s 


claim is to be treated as an applicatioy 
for approval nunc pro tunc then it alsy 
had the burden to establish the ade. 
quacy of its Depreciation Reserve a 
of the date of the Commission’s exam. 
ination. No proof was offered on the 
latter phase of the matter. 

The order and determination of the 
Commission as to each of the fore. 
going items should be confirmed with 
$50 costs. 

Order and determination of the 
Public Service Commission confirmed 
with $50 costs. 


All concur except Hill, PJ., who 
dissents. 





CALIFORNIA RAILROAD COMMISSION 


Re Pacific Gas & Electric Company 


Decision No. 37696, Application No. 25309 
February 27, 1945 


PPLICATION to amend and modify certain provisions of Gen- 
i \ eral Order No. 95 governing overhead electric line stand- 
ards; certain deviations permitted. 


Construction and equipment, § 5 — Overhead electric line standards — Deviations. 
Changes, either by deviation or modification, in overhead electric line stand- 
ards should be permitted when such can be accomplished to the advantage of 
the industry and its customers, provided that hazards to the workmen and 
the general public are not increased ; every effort should be made to build 
and maintain overhead electric lines at minimum costs consistent with high 


service standards. 


By the Commission: Pacific Gas 
and Electric Company (also referred 
to as Pacific) has heretofore been 
authorized to deviate in certain re- 
spects from the rules of General Order 
No. 95, such authorization being the- 
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subject of Decisions Nos. 36344, May 
11, 1943 (44 Cal RCR 684), 36791, 
Dec. 28, 1943 (45 Cal RCR 135), 
and 37088, rendered in response to 
the original and first and second sup- 
plemental applications herein, respec- 
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RE PACIFIC GAS & ELECTRIC CO. 


The third supplemental ap- 
plication herein seeks authority to 
deviate from certain other rules and 
in certain other respects above and be- 
yond those deviations heretofore au- 
thorized by this Commission. 

The specific deviations requested 
will be considered in the order in 
which they have been presented in the 
application. 


1. Pacific’s 


Circutts 


6,600-V olt (Nominal) 


Applicant alleges that General Or- 
der No. 95, in general, imposes rela- 
tively more stringent construction 
requirements upon lines whose voltage 
is less than 7,500 volts than on lines 
whose voltage is more than 7,500 
volts, and deduces that the reason 
therefore arises from the usual prac- 
tice of performing operations thereon 
while the lines are energized. Appli- 
cant operates certain overhead lines on 
its system which are designed and 
equipped to operate ultimately at 
12,000 volts Wye, although these cir- 
cuits are initially operated at 6,600 
volts Delta, Applicant’s safety rules 
for employees, under rules 108 and 
308, prohibit “hot work” on circuits 
of more than 4,500 volts, which would 
mean that the 6,600-volt circuits 
would be worked either deénergized 
or with “live line” tools. Applicant 
alleges, therefore, that the need for 
more stringent requirements does not 
apply to these 6,600-volt circuits, and 
asks permission to construct said cir- 
cuits in accordance with the provisions 
of General Order No. 95, which gov- 
ern construction for 7,500-volt cir- 
cuits. Under these circumstances ap- 
plicant’s request appears reasonable 
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and the order will provide for this 
deviation. 


2. Rule 38 (G. O. 95, page 39)— 
Minimum Clearances of Wires 
from Other Wires 


Applicant quotes Rule 38, Table 2, 
Case 17, Column D, and alleges that 
it is at times impossible to comply with 
the 3-inch clearance specified therein 
in the case of transformer secondary 
leads of 0-750 volts under certain con- 
nection requirements. It further al- 
leges that this difficulty has been over- 
come by the use of a porcelain insula- 
tor having a dry flashover value of 
5,000 volts or more. Applicant seeks 
to be relieved of the necessity of main- 
taining this 3-inch clearance and de- 
sires permission to use such insulators. 
The proposed deviation seems reason- 
able and will be authorized. 


3. Rule 38 (G. O. 95, page 39) ; Rule 
56.4-C4, (Page 132) ; Rule 86.4- 
C4, (Page 219) ,—Clearances be- 
tween Guys Cables 


The rules referred to specify that a 
clearance of 3 inches shall be main- 
tained between guys passing communi- 
cation conductors supported on the 
same poles. Applicant alleges that un- 
der certain conditions which are fre- 
quently met in practice, due to the 
physical limitation of the construction 
elements, it is impossible to maintain 
this specified clearance at all times and 
under all conditions of service. Appli- 
cant seeks permission to be allowed to 
decrease this clearance under certain 
conditions, provided that mechanical 
separation is maintained by the use of 
a suitable wood separator between the 
guy and the communication conduc- 
tors. The Commission is cognizant 
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of the fact that in certain respects main- 
tenance of the 3-inch clearances is un- 
duly burdensome and deviation from 
the requirements of the rule, under 
specified conditions, will be authorized. 


4, Rule 52.7-D (G. O. 95, page 90)— 
Separation from Metal Pins and 
Dead-end Hardware 


Applicant quotes a portion of this 
rule requiring clearances of not less 
than 14 inches between metal pins and 
dead-end hardware on the one hand 
and other equipment hardware on the 
other, and alleges that strict construc- 
tion of this provision would necessitate 
the discontinuance of the use of certain 
apparatus which has long been accept- 
ed as standard equipment on overhead 
lines. As examples of the equipment 
which would be prohibited, applicant 
cites pole top, gang operated, discon- 
nect switches in which dead-end insu- 
lators are intimately associated with 
and mechanically attached to the 
switch base, and which constitute the 
physical part of the switch mechanism. 
Applicant seeks relief from this alleged 
unduly burdensome restriction where 
the insulator hardware and equipment 
hardware are associated with the same 
circuits and are interconnected with a 
positive electrical contact. The re- 


quest appears reasonable and will bk 
granted. 


5. Rule 53.4-A3 (G. O. 95, page 92) 
—Bonding—Conductors of More 
than One Circuit at the Sam 
Lead 


Applicant alleges that item 5 of the 
original Application No. 25309 and 
Decision No. 36344, supra (44 Cal 
RCR at p. 687), provides for a devia- 
tion from Rule 53.4-A2 and that Rul 
53.4-A3 is substantially identical with 
Rule 53.4-A2. Applicant now te 
quests that the same deviation be made 
applicable to Rule 53.4-A3. The pro- 
posed deviation seems reasonable and 
the order will provide therefor. 


6. Rule 53.4-A3a (G.O. 95, page 93) 
—Bonding of Conductors of 
More than One Circuit at the 
Same Level 


Applicant states that in its original 
Application 25309, under item 4, it 
applied for a deviation from the second 
sentence of the above rule, which re- 
quest was denied in Decision No. 
36344, supra (44 Cal RCR at p. 687), 
and alleges that in denying the request- 
ed deviation the Commission miscon- 
strued the request.!_ The specific pro- 
vision involved is the second sentence 





1In connection with such request, the Com- 
mission’s 1943 decision in 44 Cal RCR at p. 
687, stated as follows: 

“Pacific correctly construes this rule as pre- 
cluding work on either of the two circuits 
of double circuit construction even though 
both circuits were deénergized, unless the pro- 
cedural requirements are met. Pacific states 
further that an error has apparently occurred 
in the wording of this rule, which we find, 
in consideration of this request, is not the 
case. The requested deviation would eliminate 
the grounding of conductors of a second de- 
énergized circuit on which no work is being 
performed, which condition would not be 
desirable. However, the request will be 
granted in part by authorizing a deviation” 
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from tke rule by permitting Pacific to omit 
the requirement that the bond wire of the 
circuit not being worked on be connected to 
its related deénergized and grounded con- 
ductors, and the order will so provide.” 

The order in that decision, at p. 693, pro 
vided in part as follows: 

“The second sentence of Rule 53.4-A3a may 
be applied as though it read as follows: 
‘Neither circuit shall be worked on while de- 
énergized unless the deénergized conductors 
are shortened and securely grounded and the 
bond wire of the deénergized circuit on which 
work is being performed is connected to the 
deénergized and grounded conductors on the 
pole where such work is done.’” 
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of the above rule, which is as follows: 

“Neither circuit shall be worked on 
while deénergized unless the deéner- 
gized conductors are shorted and se- 
curely grounded and the bond wire of 
the deénergized circuit is con- 
nected to the deénergized and ground- 
ed conductors on the pole where work 
is done.” 

Applicant alleges that in the case of 
work on parallel circuits where both 
circuits are deénergized and grounded, 
a strict construction of the rule would 
still require the interconnection of the 
bond wires with the deénergized and 
grounded conductors. Applicant be- 
lieves that under these circumstances 
the interconnection of the bond wires 
with the grounded conductors is un- 
necessary and unduly restrictive and 
seeks permission to be relieved of the 
necessity of making such interconnec- 
tion. It is the Commission’s opinion 
that under the circumstances recited 
above the interconnection of the bond 
wires to the deénergized and grounded 
conductors adds nothing to the safety 
of the operation, provided it is estab- 
lished that no potential difference ex- 
ists between the deénergized and 
grounded conductors of the line being 
worked on and the bond wires asso- 
ciated -vith that same circuit. The re- 
quest appears reasonable and the order 
will provide for a deviation from this 
rule with certain restrictions. 


7. Rule 54.4-D7 (G. O. 95, page 102) 
—Conductors—Radial Clearance 
from Center of Pole 


Applicant asserts that the require- 
ments of this rule are objectionable and 
burdensome in requiring the modifica- 
tion of basic radial clearances between 
the center line of the pole and the con- 
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ductors of different voltages in certain 
cases of dead-end construction. The 
objections raised are: 

1. The clearances for dead-end con- 
struction exceed the clearances for the 
same line when not dead ended. 

2. Construction in conformity with 
the General Order will considerably in- 
crease the investment. 

3. The required construction is 
more hazardous, particularly with 
respect to the use of “live line” tools. 

4. The required construction will, 
because of the mechanical arrange- 
ment, impair the separation between 
lines so equipped and lines at a lower 
level. 

5. The use of the alternative con- 
struction would necessitate the use of 
arm guys which likewise would result 
in increased cost and hazards. 

The inclusion of this rule in General 
Order No. 95 was an attempt to min- 
imize certain hazards which were 
present in construction permitted by 
an earlier General Order. The method 
applied to eliminate these hazards, 
however, was not exclusive. It is be- 
lieved that alternative methods of con- 
struction can achieve the same result 
and at the same time be less restrictive 
than the present requirements. The 
request for relief from the provisions of 
this rule appears justified to a limited 
extent and the order will authorize a 
deviation therefrom. 


8. Rule 54.7-A (G. O. 95, page 112) 
—Climbing S pace 


This rule provides in effect that 
climbing space through a conductor 
level must be maintained both 4 feet 
above and 4 feet below the level and 
that under certain conditions climbing 
space need only be provided up to the 
58 PUR(NS) 





CALIFORNIA RAILROAD COMMISSION 


level of conductors at the top of a pole. 
Applicant alleges that in those in- 
stances where related buckarms are 
subsequently installed, the require- 
ment that the climbing space be main- 
tained 4 feet above the level of the 
buckarm and the requirement that 
the climbing space need not extend 
through the level of the top conduc- 
tors, are either inconsistent or would 
necessitate increasing the separa- 
tion between the line conductors 
and the conductors on the related buck- 
arm. It is the Commission’s opinion 
that the conductor level includes both 
the line conductors and the conductors 
supported on the related buckarm. 
Therefore, if the climbing space is 
maintained up to the horizon of the top 
conductors, the subsequent installation 
of a related buckarm would not neces- 
sitate provision for climbing space 
through and above the top horizon of 
the conductor level. Applicant further 
seeks permission to deviate from this 
rule for all conductors of 6,500 volts or 
more, and thereby seeks to have in- 
cluded in this proposed deviation these 
nominal 6,600-volt circuits which are 
the subject of item 1 herein. Under 
the circumstances outlined above, there 
would seem to be no need for a devia- 
tion to cover this particular provision 
and under the deviation authorized by 
item 1 of the order herein 6,600-volt 
circuits of Pacific will qualify for the 
application of the rule as here con- 
strued. 
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9. Rule 52.7-D (G. O. 95, page 90); 
Rule 54.4-D,7 (page 102); Rule 
54.7-A4, (page 116)—Climbing 
Space for Single Circuit, Mor 
than 6,500 Volts at Top of the 
Pole 


Applicant refers to the above rule 
as they affect a single circuit at the top 
of a pole whose nominal voltage is 
such that the circuit is only worked on 
when deénergized and grounded, or 
with “‘live line” tools, and asserts that 
the requirements, if met, occasion in- 
creased cost but contribute nothing to 
operating safety. This assertion is 
based on the conclusion that with an 
installation of this type, there is no 
necessity for the workman to climb to 
or through, or work at the level of such 
a pole top circuit while the circuit is 
energized. The order herein will pro- 
vide for limited relief from the require- 
ments of these rules. 


10. Rule 54.7-A4 (G. O. 95, page 
116)—Obstructions in Climbing 
Space for Circuits of Any Volt- 
age Located below a Circuit at the 
Top of the Pole 


Provisions of this rule do not recog- 
nize hardware attached to dead-end in- 
sulators as an allowable climbing 
space obstruction. Applicant alleges 
that this prohibition constitutes a re 
striction upon the common practice of 
attaching dead-end insulators to spact 
bolts in double arm construction where 
any part of the space bolt extends into 
the climbing space. Permission is 
sought to deviate from this rule by 
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ecognizing such space bolts as per- 
issible climbing space obstructions 
o long as the bolt is placed in the outer 
1 of the long dimension of the climbing 
space. The use of this type of con- 
truction appears warranted from the 
tandpoint of reasonable practice, and 
he order herein will permit the use of 
uch hardware in the climbing space 
4s long as it is suitably protected 
so that human contact with the equip- 
ent inside the boundaries of the 
dimbing space is unlikely. 


11. Rule 54.8-B4b (G. O..95, page 
120)—Clearances from Open- 
ings in Residential Buildings 


Applicant alleges that the 3-foot 
clearance specified in a portion of this 
rule does not clearly apply to conduc- 
tors (service drops) attached to a 
building, and further alleges that it has 
endeavored to apply the 3-foot clear- 
ance to all service drops, but finds that 
such application in some cases is eco- 
nomically impossible, and asks permis- 
sion to reduce the clearance to a ver- 
tical distance of one foot above the 
plane of any opening where the service 
drops are attached to the building 
above the opening. The Commission 
approves of applicant’s position in en- 
deavoring to exclude all conductors 
from that space enclosed by a surface, 
all points of which are a distance of 3 
feet from any building opening, and is 
further cognizant of the difficulties 
which such might entail when attempts 
are made to apply it without excep- 
tion to certain types of residential con- 
struction. The requested deviation 


appears not unreasonable and the order 
herein will provide for mitigation of 
this difficulty. 


12. Rule 585-D (G. O. 95, page 
156); Rule 54.7-A4—Clearance 
of Switches from Center Line of 
Pole 


Applicant cites portions of the above 
rules and infers therefrom that the 
rules prohibit the use of certain equip- 
ment heretofore adopted as standard 
apparatus in the construction of appli- 
cant’s overhead lines. As specific ex- 
amples it cites the installation of gang 
operated air-disconnect and fuse as- 
semblies which, when installed in ac- 
cordance with accepted past practice, 
violate these rules when strictly con- 
strued. The Commission recognizes 
the difficulties outlined by applicant, 
and is of the opinion that no useful 
purpose would be served by denying 
applicant the right to use the equip- 
ment mentioned. The requested de- 
viation appears reasonable and the or- 
der herein will provide relief. 


13. Rule 103.1A (G. O. 95, page 
244); Rule 113.1A (page 249) 
—Conductor Splices 


Applicant requests that splices made 


in accordance with specifications 
shown on their Drawing No. 022487 
(Exhibit N of this third supplemental 
application) be found by the Commis- 
sion to be an accepted standard method 
of splicing as contemplated in the 
above rules, in which event they would 
then be permissible for use in overhead 
spans crossing railroads and major 
communication lines.* In support of 





2 The second paragraph of each of the rules 
mentioned reads as follows: 

“The provisions of this rule shall not apply 
to conductor splices which are made by any 
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accepted standard method which has been 
proved by test before the Railroad Commis- 
sion to develop practically the full strength 
of the conductor in which the splice is made.” 
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the request applicant submits a tabu- 
lation of the results of certain tensile 
strength tests heretofore performed in 
the presence of members of the Com- 
mission’s staff. 

Splicing methods which applicant 
seeks to have declared as standard 
methods are of two kinds; the “‘Nico- 
press” method is of the compression 
type wherein the two ends of the con- 
ductor to be joined are inserted in a 
splicing tube with coincident axes and 
the tube is deformed by compression 
with the use of suitable tools, proper 
performance being supervised with the 
use of gauges. The twisted sleeve 
splices consist of the manual twisting 
of a suitable tube into which the ends 
of the conductors to be joined are in- 
serted and overlapped and the axes of 
which are not coincident. Efficiency 
of the splice in this latter case is more 
dependent upon human manipulation 
and no mechanical means are available 
to assure definitely if the resulting 
splice conforms to the required specifi- 
cations. The applicant proposes to use 
the Nicopress splice on copper conduc- 
tors ranging in size from No. 8 to No. 
2 copper, and for comparable sizes of 
wire of other materials. It likewise 
proposes to use the twisted sleeve splice 
on stranded copper conductors in sizes 
from No. 4 to No. 0000. It is the 
Commission’s opinion that the use of 
the Nicopress splice as an accepted 
standard method of splicing is justified, 
provided that the splices are made to 
meet the proposed specifications and 
certain safeguards are established to 
insure that the specifications are ac- 
tually equalled in practice. In spite of 
the test results obtained with twisted 
sleeve splices, the Commission is of 


the opinion that because of the great” 
222 


58 PUR(NS) 


dependability of the efficiency of th 
splice on performance of the maker o 
the splice, and because of the stru. 
tural details of the splice itself, th 
showing, so far, is insufficient to per- 
mit the Commission to accept the 
twisted sleeve method as an approved 
standard method for use in crossing 
spans over railroads or major com. 
munication lines. Further demonstra. 
tions of the reliability of the splice un. 
der adverse conditions of manual 
performance, vibration and corrosive 
atmosphere would seem to be desira- 
ble. Permission to use the twisted 
sleeve splice as an approved standard 
method will be denied without prej- 
udice. 

The Commission is in sympathy 
with changes, either by deviation or 
modification, in the overhead electric 
line standards when such can be ae 
complished to the advantage of the in- 
dustry and its customers provided that 
hazards to the workmen and to the 
general public are not increased. 
Every effort should be made to build 
and maintain overhead electric line 
at minimum costs consistent with the 
high service standards required in this 
state. 

It is found that those certain devia- 
tions from General Order No. 95 here- 
inafter authorized are reasonable un- 
der the conditions specified. The 
Commission desires, however, to en 
phasize the close relationship between 
the minimum standards of perform- 
ance as provided in General Order No. 
95 and Pacific’s own rules governing 
its workmen on overhead electric 
lines. It is clear that certain relaxa- 
tions in the General Order are being 
permitted on the basis that certain 
standards of working performance will 
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be realized. Accordingly, it is strictly 
the obligation of the utility to see that 
such working performances are main- 
tained and carried out. 


ORDER 


The Commission having considered 
the above application and being of the 
opinion that a public hearing is un- 
necessary, and good cause appearing, 

It is hereby ordered that the Pacific 
Gas and Electric Company be, and it 
is hereby authorized, to deviate from 
the provisions of General Order No. 
95 in the following particulars and un- 
der the conditions hereinafter specified. 


1. Pacific's 6,600-Volt (Nominal) 


Circuits 

Those 6,600-volt circuits which are 
designed, constructed, operated, and 
maintained as if they were in fact cir- 
cuits of 7,500 volts or more, may be 
classified as circuits of more than 
7,500 volts, and all provisions of Gen- 
eral Order No. 95 and all deviations 
heretofore and concurrently author- 
ized, and pertaining to lines of 7,500 
volts or more, shall apply to and gov- 
ern the design, construction, operation, 
and maintenance of Pacific’s 6,600- 
volt (nominal) circuits, provided that 
such circuits shall in fact be operated 
and maintained as circuits of more 
than 7,500 volts, and that in no event 
shall any work be performed on such 
circuits unless the circuits are deén- 
ergized and grounded, or is energized 
with approved “live line” tools. 


2. Rule 38 (G. O. 95, page 39)— 
Minimum Clearances of Wires 
from Other Wires 

In cases where it is impractical to 

maintain the required clearances of 3 

inches between 0-750-volt lead wires 
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to transformers, porcelain insulators 
having a dry flashover value of 5,000 
volts or more, may be used to sepa- 
rate said lead wires in lieu of maintain- 
ing said 3 inch clearances. 


3. Rule 38 (G. O. 95, page 39) ; Rule 
56.4-C4, (page 132); Rule 86.4- 
C4, (page 219) ;—Clearances be- 
tween Guys and Communication 
Cables 


Clearances between anchor guys and 
communication conductors other than 
Open wire conductors may be less than 
3 inches, provided that mechanical 
separation is maintained with a suit- 
able nonconducting separator installed 
on the guy or the communication con- 
ductor which has an insulation value 
equal to the insulation of the highest 
voltage line attached to the guyed 
structure, that the relative point of 
crossing is positively maintained, and 
that all other pertinent requirements of 
the General Order with respect to guys 
are complied with. 


4. Rule 52.7-D (G. O. 95, page 90)— 
Separation from Metal Pins and 
Dead-end Hardware 


Bolts and hardware of line equip- 
ment and bolts and hardware of insula- 
tors, all of which are associated with 
the same circuit, and on the same 
crossarm, may be metallically inter- 
connected provided a positive electrical 
contact is made. 


5. Rule 53.4-A3 (G. O. 95, page 92) 
—Bonding—Conductors of More 
than One Circuit at the Same 
Level 

Bond wires that extend from the 
underside of one arm to the companion 
arm of a double arm shall be exempt. 
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from the required protective covering 
specified by this rule provided such 
wires are substantially perpendicular to 
the arms, extend directly between the 
arms, and are not less than 30 inches 
from the center of the pole. 


6. Rule 53.4-A3a (G. O. 95, page 93) 
—Bonding of Conductors of 
More than One Circuit at the 
Same Level 


Rule 53.4-A3a may be applied as 
though the following sentence was a 
part of such rule: 

“In the event both circuits are 
deénergized, shorted and _ securely 
grounded, the bond wires of either cir- 
cuit need not be connected to the de- 
énergized and grounded conductors, 
provided that before work is done the 
bond wires are tested for and drained 
of any potential difference between 


themselves and the deénergized and 
grounded conductors.” 


7. Rule 54.4-D7 (G. O. 95, page 102) 
—Conductors—Radial Clearance 
from Center of Pole 


Rule 54.4-D7a may be applied as 
though it contained the following ad- 
ditional provision : 

“The clearance of 20 inches or 30 
inches referred to above may be re- 
duced to 15 inches in the event the 
crossarm concerned is supporting only 
one circuit and that circuit is in the top 
position on the pole, and further, that 
no part of any conductor of the circuit 
concerned is closer than 15 inches to 
any of the boundaries of the climbing 
space. The exceptions to clearances 
shown on Table 2 shall not be appli- 
cable to poles on which the foregoing 
construction is used.” 

Rule 54.4-D7b may be applied as 
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though it contained the following a 
ditional provision : 

“The clearance of 24 inches and 3 
inches referred to above may be re 
duced to 18 inches in the event t 
crossarm concerned is supporting only 
one circuit, and that no part of any 
conductor of the circuit concerned js 
closer than 18 inches to any of the 
boundaries of the climbing space 
Transformers and cutouts may be con- 
nected to such circuit when that cir. 
cuit is in the top position on the pole. 
The exceptions to clearances shown om 
Table 2 shall not be applicable to pole 
on which the foregoing construction is 
used.” 


9. Rule 52.7-D (G. O. 95, page 90): 
Rule 54.4-D7, (page 102); Ruk 
54.7-A4, (page 116)—Climbin 
Space for Single Circuit, Mor 
than 6,500 Volts at Top of the 
Pole 


Rule 52.7-D need not be applied to 
through bolts and dead-end hardware 
of a single circuit of more than 7,500 
volts constructed at the top of a pole 
in any configuration. A related buck- 
arm and equipment installed thereon 
may be considered elements of said 
circuits, provided that all other appli- 
cable clearance rules of the Genera 
Order are complied with, that through 
bolts and dead-end hardware are metal- 
lically interconnected so that a posi 
tive electrical contact is established, 
and that any portion of such through 
bolts on the related buckarm which are 
in the climbing space shall be covered 
with a suitable nonconducting shield 
or cover, having an insulation value 
equal to the insulation value of in- 
sulators on the associated circuit. 
No part of any guy may be nearer than 
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1} inches to any through bolt which 
js metallically interconnected to dead- 
end hardware. 

Rule 54.4-D7 shall be applied in con- 
formity with the deviation and inter- 
pretation heretofore granted under 
subdivision 7 of this Third Supple- 
mental Application. 

Rule 54.7-A4 shall be applied in ac- 
cordance with the deviation and inter- 
pretation discussed in this section un- 
der Rule 52.7-D. 


10. Rule 54.7.A4 (G. O. 95, page 116) 
—Obstructions in Climbing 
Space for Circuits of Any: Volt- 
age Located below a Circuit at 
the Top of the Pole 


Space bolts used for the attachment 
of dead-end hardware to crossarms 
supporting circuits of any voltage 
located below a circuit at the top of 
the pole may project into the climbing 


space, provided they are protected with 
a suitable nonconducting shield or 


cover having an insulating value 
equal to the insulating value of the in- 
sulators on the associated circuit, and 
provided further that the area of the 
climbing space on any horizontal plane 
is not reduced by more than 10 per 
cent by reason of the installation of 
such insulating covers. 


11. Rule 54.8-B4b (G. O. 95, page 
120)—Clearance from Openings 
in Residential Buildings 


Applicant may deviate from the re- 
quirements of Rule 54.8-B4b to the 
following extent : 

Service drops shall be so installed 
that they clear all points on the sur- 
faces which form the boundary lines 
of exits, windows, doors, and other 
openings at which human contact 


[15] 
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might be expected by 3 feet radially, 
except that in the case of service drops 
located above the horizontal plane 
through the top extremity of such 
opening, the maximum practical radial 
clearance must be maintained, but in 
no event shall it be less than one foot. 


12. Rule 58.5-D (G. O.95, page 156) ; 
Rule 54.7-A4—Clearance of 
Switches from Center Line of 
Pole 


Rule 58.5-D may be applied as 
though it read as follows: 

“Switches and cutouts shall be so 
located that when in either open or 
closed positions all energized parts 
thereof are not less than 15 or 18 
inches from the center line of pole as 
required by Table 1, Case 8, and no 
part of such equipment shall be in the 
climbing space. Such apparatus is per- 
mitted to be wholly or in part within 
the working space. Nonfusible pole 
top switches connected to lines installed 
as provided in Rule 54.4-D8b are not 
subject to the above clearance limita- 
tion provided the switches are installed 
substantially in the same vertical plane 
as the conductors to which they are 
attached.” 


13. Rule 103.1A (G. O. 95, page 244); 
Rule 113.1A, (page 249)—Con- 
ductor Splices 


“Nicopress” splices made. in con- 
formity with Pacific’s Drawing No. 
022487, dated August 15, 1944, are 
hereby declared an approved method of 
splicing as contemplated in Rules 103.- 
1A and 113.1A. In using the splice 
under the provisions of Rules 103.1A 
and 113.1A, Pacific shall devise a 
method of control to be used in the 
application of this construction which 
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will provide assurance that the speci- 
fications called for are complied with, 
that responsibility for proper installa- 
tion is fixed and that the individual 
performance of any such splice may be 
readily determined. When Pacific 
shall have determined such procedures 


the Commission shall be fully advised 
of the details thereof. 

In all other respects Application No, 
25309, Third Supplemental Applica- 
tion, is hereby denied. 

This order shall become effective on 
the twentieth day after the date hereof. 
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Peoples Telephone Exchange 


Public Service Commission et al. 


No. 20514 
— Mo App —, 186 SW(2d) 531 
March 5, 1945 


PPEAL from Circuit Court judgment reversing Commission 
A order denying certificate of convenience and necessity for 
operation of telephone system; reversed and remanded with di- 
rections to affirm order. For Commission decision, see (1943) 

51 PUR(NS) 6. 


Appeal and review, § 33 — Scope of review — Trial de novo. 
1. The court does not try a case on review of an order of the Commission 
de novo in the ordinary sense of that term, and it cannot modify the Com- 
mission’s finding nor make one of its own, but the court’s authority is limited 
to an affirmance or a reversal of the order, p. 230. 

Appeal and review, § 34 — Burden of proof — Commission decision. 
2. Orders of the Commission are prima facie lawful and reasonable until 
found otherwise in a suit brought for that purpose, and the burden of proof 
is upon the party seeking to set aside such an order to show by clear and 
satisfactory evidence that the order is unreasonable or unlawful, p. 230. 


Monopoly and competition, § 83 — Successor of mutual telephone association. 
3. A corporate successor to a mutual telephone association organized and 
operated over a long period of years by a group of farmers should not be 
granted a certificate of public convenience and necessity to operate as a regu- 
lated utility in territory adequately served by a regulated telephone company, 
p. 231. 

Monopoly and competition, § 50 — Grounds for authorizing — Desire for other 

facilities. 

4. Public convenience and necessity is not proven merely by the desire for 
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other facilities, but it must be clearly shown that there is failure, breakdown, 
incompleteness, or inadequacy in the existing regulated facilities in order to 
prove the public convenience and necessity requiring the issuance of another 
certificate, p. 231. 


Certificates of convenience and necessity, § 26 — When required — Corporate suc- 
cessor to mutual association. 
5. A corporate successor to a mutual telephone association which was not 
subject to regulation under the Public Service Commission Law must obtain 
a certificate of convenience and necessity in order to operate as a public 
utility, although the mutual association was in existence prior to the date of 
the regulatory law, p. 233. 


Monopoly and competition, § 41 — Burden of proof — Successor to mutual com- 
pany. 
6. A corporate successor to a mutual telephone association must, upon ac- 
quiring the property of the association, prove that there exists a public neces- 
sity for the service which it proposes to furnish as a regulated public utility, 
and it must prove that the service of an existing regulated utility is not rea- 
sonably adequate and satisfactory, p. 233. 


Monopoly and competition, § 89 — Telephone companies — Long-distance connec- 
tion — Availability. 

7. A corporate successor to a mutual telephone association should not be au- 
thorized to operate as a public utility in an area served by a regulated public 
utility because subscribers of the mutual organization are unable-to secure 
long-distance connections, where long-distance service is available on condi- 
tions approved by the Commission from an existing public utility company, 
p. 235 


Certificates of convenience and necessity, § 4 — Constitutional rights — Successor 
to mutual association. 
8. Denial of a certificate of convenience and necessity to a corporate succes- 
sor of a mutual telephone association to operate as a public utility does not 
unconstitutionally deprive it of valuable property without just compensation, 
p. 235. 


Monopoly and competition, § 33 — Mutual and regulated organizations. 


9. Denial of a certificate of convenience and necessity for public utility 
operation by a corporate successor to a mutual telephone association in an 
area served by a regulated telephone company is not unlawful on the theory 
that it eliminates lawful competition established in the area, since the asso- 
ciation and the telephone company were not in competition as public utilities, 
p. 235. 


5 
APPEARANCES: John P. Randolph, 
of St. Joseph, and Lester G. Seacat, 
of Jefferson City, for appellant Public 
Service Commission; R. W. Hedrick, 
of Jefferson City, and Ellis G. Cook, 


ferson City, and C. B. DuBois, of 
Grant City, for respondent. 


Cave, J.: This is an appeal by the 
Public Service Commission and the 
Hanamo Telephone Company, a cor- 


of Maryville, for appellant Hanamo 
Telephone Co.; Emmett Bertram, of 
Maryville, Gregory Stockard, of Jef- 
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poration, of Maryville, Missouri, from 
a judgment of the circuit court of 
Daviess county, reversing an order of 
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the Commission refusing to grant a 
certificate of convenience and necessity 
to the respondent, the Peoples Tele- 
phone Exchange, a corporation, for 
the operation of its telephone system 
in Maryville and vicinity. 

The case was instituted by the 
Peoples Telephone Exchange first fil- 
ing an application asking the Public 
Service Commission to assume juris- 
diction of applicant because it “ : 
proposes in the future to furnish tele- 
phone service for a consideration to 
the public.” Thereafter, it filed an 
amended application in proper form 
asking the Commission to “ : 
issue an order granting to it a cer- 
tificate of convenience and necessity 
to operate for the use of the public for 
a consideration its telephone system 
and properties.” The Hanamo Com- 


pany, a Missouri corporation engaged 
in the telephone business at Maryville 
as a public utility, filed a motion to 
intervene in the proceedings before 
the Commission, which motion was al- 
lowed, and it filed its written protest. 


A hearing was had and the matter 


taken under advisement. Thereafter, 
the Commission issued its report and 
order, by a majority vote of three to 
two, in which it denied the application 
for a certificate of convenience and 
necessity. (51 PUR(NS) 6.) The 
Peoples Telephone Exchange prose- 
cuted a certiorari proceedings in the 
circuit court of Nodaway county and, 
on application for change of venue, the 
cause was transferred to Daviess coun- 
ty, where it was submitted to the court 
on the record and evidence before the 
Commission. The court found that 
the action of the Commission was un- 
lawful and unreasonable and reversed 
and remanded the cause for further 
58 PUR(NS) 


action by the Commission. From this 
judgment the Commission and the 
Hanamo Cotnpany appeal. 

Appellants charge the trial court 
erred in holding that the action of the 
Commission was unreasonable and un- 
lawful for certain reasons which will 
be discussed. The respondent takes 
a contrary view and assigns certain 
reasons in support of the court’s action. 

The majority report and order 
denying the application was concurred 
in by three members of the Commis- 
sion ; a dissenting report was filed and 
concurred in by the other two mem- 
bers, holding that the application 
should be granted. 

The evidence discloses that the 
Hanamo Company was incorporated in 
1897 for the purpose of providing tele- 
phone service for the people of Mary- 
ville and vicinity, and had been in con- 
tinuous operation since that time. 
When the Public Service Commission 
law was enacted in 1913 the Hanamo 
Company, as a telephone company 
within the meaning of the act, came 
under regulation of the Commission 
by operation of that law, and has com- 
plied with all rules, regulations, and re- 
quirements of the Commission and 
kept on file with the Commission its 
rates, schedules, tariffs, and such oth- 
er information and data as required. 
During all the years it has offered two 
types of rural service ; one contemplates 
that the subscribers living beyond the 
city limits of Maryville will furnish 
and maintain the physical facilities to 
a connection with its lines at the city 
limits; the other rural service con- 
templates that the company will install, 
own and maintain the lines and equip- 
ment used in such service. The only 
restriction is there must be a minimum 
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of five and a maximum of ten on each 
rural line. The charges depend upon 
which service the subscribers select. 
The plans offered for rural service are 
in the manner and form as generally 
adopted by the telephone industry and 
as approved by the Missouri Public 
Service Commission. The Hanamo 
Company denies it has ever refused to 
render such service pursuant to its ap- 
proved rules and regulations. It has 
about 980 subscribers in the city of 
Maryville and less than 25 rural sub- 
scribers. Its president, and principal 
owner, estimated the value of its prop- 
erty at approximately $120,000 and 
its gross income for 1941 slightly in 
excess of $38,000. The rates charged 
by the company have been approved 
by the Commission and we deem it un- 
necessary to set them out. So much 


for a general outline of the status of the 
Hanamo Company. 


What of respondent, the Peoples 


Telephone Exchange? The record 
discloses that in about 1901 a number 
of farmers, of Nodaway county agreed 
to construct a telephone line into 
Maryville for their personal use. Be- 
fore this line was completed some 8 
or ten other similar mutual organiza- 
tions agreed to construct lines from 
their neighborhoods into Maryville, 
which was done. They undertook to 
get telephone connections with the 
Hanamo Company but could not agree 
on the charges to be paid, so the 
mutual lines installed their own switch- 
board. The system continued to ex- 
pand until 1941, at which time it had 
fifty-eight rural lines coming into its 
central office in Maryville. There were 
370 rural subscribers and about 700 
subscribers within the city of Mary- 
ville ; about 250 of these were business 
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phones and the remainder were in 
residences. These various mutual tele- 
phone lines formed some sort of a 
central governing body and adopted 
the name Peoples Telephone Union. 
It operated as a mutual company from 
its inception until 1941, at which time 
it was incorporated under the general 
corporation code, Art 5, Chap 83, as 
Peoples Telephone Exchange. The 
members of the mutual company as- 
signed all their interest and title in 
and to the lines, instruments, equip- 
ment, etc., to the new corporation and 
received stock of said corporation in 
exchange therefor. After applicant 
was incorporated it purchased a new 
switchboard, costing approximately 
$12,000, and having twenty circuits 
with capacity to accommodate about 
2,000 lines. It owns approximately 
160 miles of poles, 250 miles of under- 
ground wire, 300 miles of overhead 
wire, 61,750 feet of cable and 82 miles 
of commercial wire, connecting its 
switchboard in Maryville with certain 
mutual exchanges in other towns in 
that vicinity. Its investment is ap- 
proximately $55,000 and its gross in- 
come for 1941 was slightly in excess 
of $19,000. Its rural subscribers have 
no telephone service except that fur- 
nished by applicant. There is no con- 
nection between applicant’s telephone 
system and the Hanamo system, con- 
sequently some 300 or 400 of appli- 
cant’s subscribers have had installed a 
telephone with each company. Appli- 
cant has no long-distance service and if 
a long-distance call is placed for one 
of applicant’s subscribers who does not 
also have a Hanamo telephone, a mes- 
senger must be sent or word gotten 
to the subscriber by some method who 
must then go to a telephone owned by 
58 PUR(NS) 
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the Hanamo Company in order to re- 
ceive the long-distance call. Appli- 
cant’s witnesses testified that the only 
deficiency in its telephone service was 
the lack of long-distance connections. 

In addition to applicant’s own sys- 
tem, it has a working agreement with 
other mutual telephone organizations 
in Nodaway and adjoining counties for 
free service through the various ex- 
changes. 

The service rendered by the Mutual 
Company to its subscribers has always 
been reasonably satisfactory, and has 
improved since it incorporated and 
purchased the new switchboard. So 
far as this record discloses the service 
rendered by the Hanamo Company to 
its subscribers has been and is satis- 
factory. In other words, both com- 


panies are rendering reasonable serv- 


ice to its subscribers, but no provision 
is made or agreement reached to give 
the subscribers of one company the 
right and privilege of using the tele- 
phone system of the other, either for 
local or long-distance calls. Therefore, 
the principal complaint is that the 
Hanamo Company would not make 
connections with the Mutual Company 
or the present corporation, thereby 
giving to its subscribers the benefit of 
long-distance service and, also, the 
privilege of telephoning any subscriber 
of the Hanamo Company. For this 
reason it is charged the Hanamo Com- 
pany was not and is not rendering 
proper, adequate, and sufficient service 
for the citizens of Maryville and Noda- 
way county. 

It is clear from the record that in 
the early days of the rural telephone, 
the Mutual Company very largely 
organized and served the rural de- 
mands of Nodaway county, and that 
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the Hanamo Company rendered very 
little, if any, service to such subscrib- 
ers. It is intimated the management 
of Hanamo had never made much ef- 
fort to secure rural subscribers; but 
it is also evident that the rural sub- 
scribers did not seek the services of 
the Hanamo Company but preferred 
their mutual system. Prior to the 
hearing before the Commission an ef- 
fort was made to reach an agreement 
between the conflicting interests for 
consolidation or sale of the properties, 
but nothing was accomplished. 

[1, 2] The question presented is 
whether the order and report of the 
Commission, as expressed by the 
majority, is, under the evidence, rea- 
sonable and lawful. Since the decision 
of the supreme court in State ex rel. 
Chicago Great Western R. Co. v. Pub- 
lic Service Commission (1932) 330 
Mo 729, 51 SW(2d) 73, the circuit 
court nor the appellate court tries de 
novo a case on review of an order 
of the Commission in the ordinary 
sense of that term. Neither court can 
modify the Commission’s finding nor 
make one of its own; the court’s au- 
thority is limited to an affirmance or a 
reversal of the order of the Commis- 
sion. The orders of the Commission 
are prima facie lawful and reasonable 
until found otherwise in a suit brought 
for that purpose; and the burden of 
proof is upon the party seeking to 
set aside such an order to show by 
clear and satisfactory evidence that the 
order is unreasonable or unlawful. 
Sections 5702, 5703, Rev Stats Mo 
1939, Mo Rev Stats Anno; State ex 
rel. Kansas City Power & Light Co. 
v. Public Service Commission (1934) 
335 Mo 1248, 8 PUR(NS) 192, 76 
SW (2d) 343, 350. 
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[3, 4] The fundamental and under- 
lying question in this case is whether 
there is a public necessity for another 
public utility telephone system in 
Nodaway county? In its brief ap- 
plicant states “ it is a con- 
tinuation of the prior Mutual Com- 
pany, that one of the main 
purposes in getting a certificate of con- 
venience and necessity is to be able 
to eventually demand and obtain long 
distance service for its customers.” 
The evidence is that the Hanamo Com- 
pany, as such, does not have any long 
distance lines or service, but renders 
that service to its subscribers under 
a contract it has with Southwestern 
Bell Telephone Company, which has 
long-distance lines or service into 
Maryville. The terms of that contract 
are not shown in the record and were 
not required to be produced by the 
Commission. 

So long as applicant remained a 
mutual company it was not subject to 
the control and supervision of the 
Public Service Commission; and 
neither it, nor the Commission, could 
compel a physical connection with the 
Hanamo system. State ex rel. Buffum 
Teleph. Co. v. Public Service Commis- 
sion, 272 Mo 627, PUR1918C 158, 
199 SW 962, LRA1918C 820; State 
ex rel. Lohman & Farmers’ Mut. 
Teleph. Co. v. Brown, 323 Mo 818, 
PUR1930A 160, 19 SW(2d) 1048; 
(1924) 14 Mo PSCR 231 and 244, 
PUR1924B 218, PURI1924E 206. 
However, any one of its rural lines, 
having not less than five nor more 
than ten subscribers, could secure con- 
nections with the Hanamo Company 
under the terms and schedules filed 
with and approved by the Public Serv- 
ice Commission. The president of the 
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Hanamo Company testified that it had 
always been ready, willing, and able to 
render such service under such condi- 
tions, but that his company would not 
permit, and was not required to per- 
mit, the united lines of the Mutual 
Company or of the applicant to con- 
nect with the Hanamo Company, be- 
cause it would be confiscatory of the 
Hanamo property for the reason that 
the Mutual Company and the applicant 
charged less for their telephone service 
than did the Hanamo Company. 

In deciding the questions presented 
the majority report of the Commission 
so clearly states the issues and conclu- 
sions to be drawn that we set out the 
pertinent part thereof: 

“The Peoples Telephone Exchange 
does not show that the Hanamo Com- 
pany is furnishing any telephone serv- 
ice that its members do not now have 
with the exception of long-distance 
telephone service which the Hanamo 
Company has with the Southwestern 
Bell Telephone Company. Jts mem- 
bers can of course secure that service 
by coming to the office of the Hanamo 
Company or requesting telephone 
service of the Hanamo Company, 
which service would afford toll serv- 
ice. 


“Neither does the Peoples Telephone 
Exchange show that its subscribers or 
members will have any different serv- 
ice other than that they are now get- 
ting should a certificate of convenience 


and necessity be granted to it. So as 
we see it there can only be two mo- 
tives on the part of the Peoples Tele- 
phone Exchange for a certificate of 
convenience and necessity. One being 
to operate as a regulated public util- 
ity for hire. That would be a duplica- 
tion of the facilities and service now 
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rendered, of course, by the Hanamo 
Company. The other motive would 
be that by securing a certificate of 
convenience and necessity the applicant 
has in mind that it could secure a toll 
connection either by an interconection 
between its switchboard and the switch- 
board of the Hanamo Company or by 
a toll connection direct with the lines 
of the Southwestern Bell Telephone 
Company. That would not make 
available any service that is not now 
afforded in the city of Maryville under 
present conditions. Granting the ap- 
plicant the desired authority would 
therefore only result in destructive 
competition between two systems from 
which one would ultimately emerge as 
the survivor to the great loss to the 
other and in the meantime the public 
would be put to the continued neces- 
sity of patronizing the two systems as 
it has done in the past. 

“The Commission realizes that the 
law does not vouchsafe a monopoly to 
the system which is already in the field, 
and it would not hesitate to favor the 
granting of identical authority to an- 
other to enter the same area if the 
application alleged and the proof should 
be that the one which had preémpted 
the area should be unduly, unavoidably 
and persistently remiss or derelict in 
discharging the trust which it holds 
to afford the utility service. We can- 
not now after years of diligent regula- 
tion permit a company, which through 
its predecessor, mutual company, by 
the expediency of unregulated service, 
by its own method of operation and 
lesser rates, build itself to important 
size, and then come before the Com- 
mission and urge public convenience 
and necessity to the detriment and 
damage of the regulated utility, which 


down the path of years has been reg- 
ulated and supervised under the Pub- 
lic Service Law and its property ded- 
icated to public use, without showing 
that the public utility in the field has 
failed in the discharge of its duty as 
above outlined. Therefore applicant’s 
position is not strengthened by the 
fact that it is merely a continuation of 
a mutual cooperative system which has 
occupied the identical area since 1902 
because the Public Service Commission 
law has conferred no ‘grandfather 
rights’ upon mutual codperative tele- 
phones existing when the law was 
passed and operating not for hire but 
for the free interchange of service with 
its members and other like systems as 
did applicant’s predecessor. Such sys- 
tems are entirely omitted from their 
regulation of this Commission whether 
organized and existing before or after 
the effective date of said law. Reg- 
ulation is primarily in the interest of 
the public but to preserve and extend 
this boon to the people the utility so 
regulated must receive just and equi- 
table treatment. The law operates for 
all, the public and the utility. 


“This Commission would be derelict 
in its duty if it did not follow the law 
and afford to such a company this 
right properly due it, and in this par- 
ticular case it is so plainly evident that 
the two companies cannot survive as 
regulated utilities, for the result would 
be destructive competition and eco- 
nomic waste. Duplication of service 
would create a telephone burden upon 
the general public in the areas here- 
in disclosed. The Commission is, of 
course, eager to afford to all of the 
areas adjacent to Maryville ample and 
complete telephone facilities. It is un- 
thinkable that in this modern age of 
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science and development anyone should 
not have available complete telephone 
service. Yet, when this lack of serv- 
ice is due to the election of subscribers 
themselves and not to any failure of 
the regulated utility, we cannot in good 
conscience permit these subscribers to 
obtain the service they desire by a 
method which would destroy an exist- 
ing regulated company capable of 
rendering the desired service. This 
service the people desire is now avail- 
able and has been since the promulga- 
tion of the Public Service Commission 
law in 1913. As we-have 
heretofore stated the service desired by 
the former members of the Peoples 
Telephone Union, who are now stock- 
holders of the applicant, is now avail- 
able by the protestant and the entire 
power of the state of Missouri is be- 
hind this Commission to enforce the 
obtaining of this service from the 
Hanamo Telephone Company to any- 
one desiring it. A careful study of the 
records of the telephone department of 
this: Commission fails to disclose any 
complaint from a single subscriber to 
the effect that the Hanamo Company 
has refused or failed to comply with 
its rates, rules, and regulations as filed 
with this Commission, and when filed 
with this Commission act as the law. 


“Public convenience and necessity 
is not proven merely by the desire for 
other facilities. It must be clearly 
shown there is failure, breakdown, in- 
completeness, or inadequacy in the 
existing regulated facilities in order to 
prove the public convenience and ne- 
cessity requiring the issuance of an- 
other certificate. The fact that one 
does not desire to use present available 
service does not warrant placing in 
the field a competing utility. This 
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could be a continuing process and a 
continuing destruction of all regulated 
utilities and regulation. Public con- 
venience and necessity requires the 
availability of service and when that 
exists and is complete and reasonable 
and pursuant to law, the regulatory 
body has a duty to preserve it for pub- 
lic use. 

“The remedy for the lack of service 
as described in the application and 
record herein lies in the hands of the 
people owning this applicant company. 
There is nothing to prevent the appli- 
cant from reverting to the same status 
as its predecessor and carrying on a 
mutual system at low cost to reach the 
rural areas surrounding Maryville or 
for these same people owning their 
own lines to elect to receive service 
from the protestant, Hanamo Tele- 
phone Company, in the manner as pro- 
vided for in the rules and regulations 
as filed with the Public Service Com- 
mission by the said Hanamo Telephone 
Company. To refuse to sustain this 
application we take nothing from the 
applicant which it mow possesses. 
. . . ” (51 PUR(NS) at pp. 10, 
11, 13-15.) 

We are of the opinion that the re- 
port and order of the majority of the 
Commission is supported by substan- 
tial evidence and, under all the facts 
and circumstances, is reasonable and 
lawful. We need not lengthen the 
opinion by enlarging or further com- 
menting upon the reasons assigned in 
the majority report. 

[5, 6] The minority report is based 
upon two theories. The first is that 
the Commission has no jurisdiction to 
grant or deny a certificate to the appli- 
cant because: “The applicant lawfully 
derived its title to the telephone prop- 
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erties which it now operates and pro- 
poses to operate in the future from an 
ownership which could lawfully operate 
those properties without proof of con- 
venience and necessity and the statute 
makes no provision for the issuance 
by us of such a certificate under these 
circumstances, it follows that the ap- 
plicant should be free to operate its 
property as a telephone utility without 
a certificate of convenience and neces- 
sity so long as it conforms to and 
abides by laws, rules and regulations 
in such case made and provided.” (51 
PUR(NS) at p. 25.) This conclu- 
sion is based on a construction of 
§ 5673 on the theory that any tele- 
phone company which was in opera- 
tion prior to the passage of the Pub- 
lic Service Commission Law in 1913 
was not required to apply for and re- 
ceive a certificate of convenience and 


necessity, and since the Mutual Asso- 
ciation was in existence prior to that 
date, it had certain rights as well as 
properties which it could lawfully sell 


to the applicant. The fallacy of that 
reasoning is that the Mutual Associa- 
tion was not subject to the act, ac- 
quired no rights under it and, there- 
fore, had nothing to sell but its phys- 
ical properties. By the purchase, or 
conversion to a corporation, the ap- 
plicant acquired no more than what 
the Mutual Company had a right to 
sell, and when the applicant desired, 
and undertook, to extend its activities 
and services into the field of a public 
utility, it must prove that there exist- 
ed a public necessity for such service 
in the area it proposed to serve; and 
since that area was already being 
served by a public telephone utility, it 
was necessary for applicant to prove 
that the service of that utility was not 
58 PUR(NS) 


reasonably adequate and satisfactory. 
We think it failed to meet these re- 
quirements. 

The mere conversion from a Mu- 
tual Association to a corporation is of 
no great importance. The thing of 
importance is a conversion from a 
purely mutual company or association 
to a corporation or association offer- 
ing telephone service to the public for 
hire. Section 5578, subsection 17, 
Rev Stats Mo 1939, Mo Rev Stats 
Anno. In the Lohman Case, supra, 
the supreme court held that whether 
a mutual telephone company is a pub- 
lic utility, and therefore subject to 
the jurisdiction of the Commission, 
“is to be determined from what it 
does.” (323 Mo at p. 820, PUR 
1930A at p. 162). It is conceded that 
applicant’s predecessor had always op- 
erated as a mutual company until the 
conversion to a corporation, there- 
fore we need not discuss or decide 
whether it was a mutual organization. 

It is true § 5673 provides that “no 

telephone corporation hereafter 
formed shall begin construction of its 

telephone line without first [ob- 
taining] the permission and approval 
of the Commission and its certificate 
of public convenience and necessity, 
; ” but subsection 17, of § 5578, 
supra, defines what is included in the 
term “telephone corporation’ and 
states that it includes “ every 
corporation, company, association, 
joint stock company or association, 
partnership, and person, . Own- 
ing, operating, controlling or manag- 
ing any telephone line or part of tele- 
phone line used in the conduct of the 
business of affording telephonic com- 
munication for hire.” (Italics ours). 
Therefore, so long as the applicant or 
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its predecessor conducted its business 
for its subscribers alone, it was not 
subject to the jurisdiction of the Com- 
mission, and acquired no vested rights 
under that law; but when it declared 
its purpose “ to operate for 
the use of the public for a considera- 
tion ” (51 PUR(NS) at 
p. 19), it became or sought to become 
a public utility, subject to the juris- 
diction of the Commission, and must 
secure a permit of convenience and 
necessity if it continues as such. 

[7] The second reason assigned by 
the minority report is that the sub- 
scribers of applicant do not now have, 
and have been unable te secure, long- 
distance connections; and that this is 
one of the main purposes of applicant 
in obtaining its certificate of con- 
venience and necessity. The report 
holds that “to deny the application 
would deprive these subscribers of a 
very essential and necessary telephone 
service unless they elected to obtain 
service according to protestant’s sched- 
ules on file with the Commission.” 
If protestant’s schedules on file with 
the Commission are unfair and unrea- 
sonable, then the Commission should 
exercise its very great powers and 
authority, under Art 5, Chap 35, to 
correct such a situation. But it also 
follows that if such service is avail- 
able on fair and reasonable conditions 
which have been approved by the Com- 
mission, then there is no public neces- 
sity for another telephone utility in 
that area. 


[8] Applicant also urges that if a 
certificate of convenience and necessity 
is denied it will result in depriving it 
of valuable property without just com- 
pensation, in violation of Art II, § 30 
of the Constitution of Missouri, Mo 
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Rev Stats Anno and § 1, Amend- 
ment 14, Constitution of the United 
States. This contention is based on 
the argument that the Mutual Com- 
pany owned certain property which it 
had a lawful right to sell and that ap- 
plicant had a lawful right to purchase, 
and that when it purchased such prop- 
erties it had a right to continue to 
operate that which had been lawfully 
acquired. No one questions the right 
of the Mutual Company to sell its 
property to the applicant without the 
approval of the Commission (because 
it was not subject to the Commission 
law), and the right of the purchaser 
(applicant) to purchase it and to con- 
tinue to operate the properties as 
theretofore operated. But the issue 
before the Commission and before the 
circuit court and this court is whether 
the applicant is entitled to abandon the 
former operation of the property and 
enter into a new field of service as a 
public utility. As heretofore pointed 
out, the denial of the application takes 
nothing from the applicant which it 
secured by the purchase. 


[9] Applicant admits that the Com- 
mission can prevent the spread of com- 
petition by denying certificates to new 
enterprises, but argues that it has no 
authority or procedure whereby it can 
lawfully eliminate lawful competition 
which has become lawfully established 
in an area. That is the express hold- 
ing of the supreme court in State ex 
rel. Sikeston v. Public Service Com- 
mission (1935) 336 Mo 985, 8 PUR 
(NS) 452, 82 SW(2d) 105. In that 
case the city had voted bonds to con- 
struct, and had constructed, a munici- 
pal light plant which was being op- 
erated in competition with a public 
utility rendering the same service. 
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The city sought to have the Commis- 
sion revoke the license of the public 
utility because there was no further 
need for its services. The court held 
that the Commission had no such au- 
thority. The Commission nor the 
court was considering or deciding the 
question of whether a certificate of 
convenience and necessity should be 
issued to a new and competing public 
utility. The city of Sikeston was in 
the same position as the Mutual Com- 
pany is in this case in that neither 
was subject to the jurisdiction and con- 
trol of the Commission and, there- 
fore, required no authority from the 
Commission to begin or to continue 
to operate. They were not in competi- 
tion as public utilities. In deciding 


that case the court reviews the authori- 
ties and announces certain general pur- 
poses of our Commission law, and we 
quote parts which are particularly ap- 


plicable to the issues presented here, 
8 PUR(NS) at p. 459, 82 SW(2d) 
at p. 110: 

“The Public Service Commission 
Law was intended to prevent over- 
crowding of the field in any city or 
area and thus ‘restrain cut-throat com- 
petition upon the theory that it is de- 
structive, and that the ultimate result 
is that the public must pay for that de- 
struction.’ State ex rel. Union Elec- 
tric Light & P. Co. v. Public Service 
Commission (1933) 333 Mo 426, 1 
PUR(NS) 38, 43, 62 SW(2d) 742, 
745. To accomplish this the Commis- 
sion was given the authority to pass 
upon the question of the public neces- 


sity and convenience for any new or 
additional company to begin business 
anywhere in the state, or for an estab- 
lished company to enter new territory. 
To secure to the public all advantages 
to be gained from competition in ob- 
taining fair rates and good service 
and also to protect them from its dis- 
advantages, the Commission was given 
authority to regulate rates, to inves- 
tigate complaints about service, to 
compel companies to adequately serve 
all persons and industries in the terri- 
tory in which they operate, to. order 
improvements and safety equipment, 
and to authorize the abandonment or 
extension of lines and the financing of 
all improvements or purchases. The 
question of whether regulated monop- 
oly or regulated competition will best 
serve the public convenience and neces- 
sity in a particular area at any time 
is for the Commission to decide, sub- 
ject to the qualification that the Com- 
mission must not act arbitrarily or un- 
reasonably, which matter is reserved to 
be passed upon by the courts. State 
ex rel. Electric Co. v. Atkinson, 275 
Mo 325, PURI9I19A 343, 204 SW 
897.” (Italics ours.) 


We conclude the Commission did 
not act arbitrarily or unreasonably in 
denying the certificate. 

It follows that the judgment of the 
circuit court must be reversed and the 
cause remanded with directions to af- 
firm the majority report and order of 
the Commission. It is so ordered. 


All concur. 
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Re City of Springfield 


Case No. 10614 
March 19, 1945 


PPLICATION of municipality for order authorizing it, immedi- 
A ately upon acquisition of common stock of public utility 
company, to cause corporation to be dissolved and liquidated and 
its net assets and properties to be transferred to municipality as 
holder of common stock, and permitting corporation to cease op- 
eration as a public utility; granted subject to condition as to pay- 

ing preferred stockholders. 


Corporations, § 18 — Vote on property sale — Preferred stockholders — Absence 
of dividend default. 
1, Preferred stockholders who are given the charter right to vote only in 
case of dividend default are not entitled to vote upon the question of the 
sale of the company’s property when it is neither alleged nor proved that 
there are any existing defaults, p. 239. 


Consolidation, merger, and sale, § 31 — Consent of stockholders — Rights of pre- 
ferred stockholders. 
2. Preferred stockholders not entitled to vote upon the question of the sale 
of corporation property are not in position to object that a proposed sale 
of the property to a municipality has not been authorized by vote of the 
shareholders pursuant to the requirements of § 72 of the General and Busi- 
ness Corporation Law of Missouri enacted in 1943, p. 239. 


Security issues, § 5.1 — Redemption at call price — Corporate dissolution — Sale 
to municipality. 
3. Preferred stockholders of a corporation whose property is to be trans- 
ferred to a municipality under a plan for transfer of common stock and 
dissolution of the corporation are entitled to be paid on the basis of the 
call rate instead of the liquidating rate per share, since this is not a normal 
dissolution and liquidation as the term is ordinarily used, p. 241. 


Depreciation, § 40 — Ownership of reserve. 
4. A depreciation reserve, although contributed by customers of a public 
utility, does not belong to such customers, p. 241. 


Consolidation, merger, and sale, § 6 — Jurisdiction of Commission — Public in- 
terest — Sale to municipality. 
5. The Commission has jurisdiction to determine the public interest in- 
volved in the title to properties passing from a public utility corporation 
to a municipality under an arrangement for transfer of the common stock 
and dissolution of the corporation, p. 242. 
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Municipal plants, § 18 — Powers of municipality — Operation outside corporate 


limits. 


6. A municipality, upon acquisition of electric and gas properties of a cor- 
poration operated as a unit both inside and outside the city, can lawfully 
own and operate the properties located outside the corporate limits, where 
such properties are relatively small in amount, so long as it operates the 
entire properties primarily for the purpose of supplying electricity and gas 
for its own needs and the needs of its inhabitants and is incidentally selling 
surplus electricity and gas to nonresidents without impairing the useful- 
ness of its properties for the primary purpose, p. 243. 


(Witson, Commissioner, dissents. ) 


By the Commission: The above 
caption is the caption of the application 
filed by the city of Springfield in this 
case. It expresses the purpose and 
prayer of said application so well that 
a detail of the application is wholly 
unnecessary, but references to its al- 
legations will be hereinafter made as 
may be necessary to a full understand- 
ing of the application. 

We will first identify the corpora- 
tions concerned and designate ab- 
breviated names for each and sketch 
the plan involved. 

The Springfield Gas and Elec- 
tric Company, hereinafter called the 
Springfield Company, is a public util- 
ity corporation, organized and exist- 
ing under the laws of the state of Mis- 
souri, with its principal office at 
Springfield, Missouri. All of its com- 
mon stock, consisting of 50,000 shares, 
without par value, is held and owned 
by Federal Light and Traction Com- 
pany, hereinafter called Federal, a 
corporation duly organized and exist- 
ing under the laws of the state of New 
York and having its principal office in 
New York city in the last-named state. 
The city of Springfield, Missouri, here- 
inafter called City, is a municipal cor- 
poration of Missouri, that is: it is 
a city of the second class and operates 
under the general laws of the state of 
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Missouri applicable thereto. This 
City and its inhabitants are served by 
the Springfield Company with electric- 
ity, gas, bus transportation, and steam 
heating and the inhabitants of certain 
surrounding territory outside the cor- 
porate limits of the City are served by 
said Springfield Company with elec- 
tricity and gas. The City desires to 
acquire all the facilities of the Spring- 
field Company so used in said service 
and to thereafter operate the same in 
the same service. The plan of accom- 
plishing this end, as set forth in the 
application, is for the City to purchase 
all said common stock in the Spring- 
field Company from the Federal, which 
owns it, and simultaneously with its 
acquisition, to cause the Springfield 
Company to be dissolved and liquidat- 
ed, its bonds and other obligations to 
be paid, its preferred stock to be re- 
tired, and all the net assets and prop- 
erties (including of course the utility 
facilities) will be conveyed and trans- 
ferred to the City, whereupon the 
Springfield Company will be permit- 
ted to cease operation as a public util- 
ity. 

This application was heard before 
all members of this Commission on 
Wednesday, March 7, 1945, at 1:30 
P. M., after due notice to all interested 
parties. At said hearing the City 
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was represented by its mayor and by 
counsel. The Springfield Company 
fled an acknowledgment of service of 
notice of the filing of the application 
and disclaimed all interest therein. 
Greene county, Missouri, by mem- 
bers of the county court and its pros- 
ecuting attorney filed an acknowledg- 
ment of a notice of the hearing, entered 
its appearance, specifically consented 
that the application may be heard, 
tried, and determined by this Com- 
mission, and waived any and all ob- 
jections to any order that may be 
made by this Commission. Mr. M. D, 
Lightfoot appeared for himself as a con- 
sumer, and a taxpayers’ league, and, 
while favoring the granting of the ap- 
plication as asked, pointed out that the 
consumers have contributed the depre- 
ciation reserve which should be under 
the authority of this Commission until 
it be found out whether or not that 
should revert to the ratepayers who 
paid it in or whether it should remain 
in the pocket of the company. Mr. 
Ted Hutchens, chairman of the indus- 
trial committee of the chamber of 
commerce of Springfield adopted on 
behalf of his committee the sugges- 
tions of Mr. Lightfoot. 


[1, 2] A written protest was filed 
on behalf of Anna L. Graves and 
thirteen other preferred stockholders, 
series A, of the Springfield Gas and 
Electric Company, acting on behalf of 
themselves and for all other owners of 
preferred stock series A. This pro- 
test called attention to § 72 of the 
general and business corporation law 
of Missouri enacted in 1943, and urged 
that under its terms no corporation 
could sell all or substantially all of its 
property and assets, where such sale 
is not made in the usual and regular 
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course of business, except in the man- 
ner therein set forth; that, among 
other things, said statute provided that 
the board of directors of the Spring- 
field Company should first have adopt- 
ed a resolution recommending such 
sale and directing the submission 
thereof to the vote of the shareholders 
entitled to vote thereat; that no such 
resolution has been made nor has the 
proposition been submitted to a vote 
of the shareholders, including the 
protestants and others similarly sit- 
uated, and that such sale has not been 
authorized by at least three-fourths of 
the outstanding shares entitled to vote 
theeron as required by the statute men- 
tioned. 


In this protest the protestants fur- 
ther called attention to the fact that 
their preferred stock, series A, par 
value of $100 per share is redeemable 


only at the call price of $115 per share 
instead of at the liquidating price of 
$100 per share. Their protest further 
charged that the City and the Federal, 
if permitted by this Commission, in- 
tends to and will attempt to retire the 
stock owned by the protestants and 
others at a liquidating price of $100 
per share; that by reason of the fav- 
orable dividend rate of $7 per share 
such preferred stock has commanded 
a high market value, and that many 
of these protestants have paid as high 
as $112 per share for their stock, and 
that to permit retirement of such stock 
at less than $115 per share would 
work a great hardship and fraud upon 
protestants, and would constitute a 
confiscation of their property. The 
protestants in their written protest 
particularly celled attention to the con- 
tract between the City and Federal in 
which it is provided that “there shall 
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be deducted from such purchase price 
of $6,750,000 an amount equal to the 
preferred stock then outstanding and 
the first mortgage bonds then out- 
standing at the par and principal 
amounts thereof respectively, together 
with the then applicable additional call 
prices unless prior thereto an order 
shall have been made by competent au- 
thority permitting or requiring re- 
demption of such securities without the 
payment of premium in which latter 
case the deduction shall be in an 
amount in accordance with such or- 
der.” 

The protestants prayed that the ap- 
plication be not approved unless and 
until the said laws of the state of Mis- 
souri applicable to the sale and pur- 
chase of the property and assets of the 
Springfield Gas and Electric Company 
be complied with and that the Com- 
mission make no order depriving the 
protestants and other owners of stock 
of their lawful rights as above set 
forth. 


It was admitted at the hearing that 
much of this preferred stock, series A, 
had been purchased by the protestants 
and other holders at prices ranging 
from $108 to $112 per share. The 
City stated that in making the settle- 
ment with the Federal Company it 
intends to withhold the price of $115 
per share of all the outstanding pre- 
ferred stock, but would leave the ques- 
tion of whether the price of $115 or 
$100 per share was the applicable 
price for future determination. At- 
torneys for protestants interpreted this 
to mean for further litigation. 

At the hearing the plan for the pur- 
chase of this common stock by the City 
from Federal was shown in evidence, 
together with Exhibit B, which is a 


58 PUR(NS) 





MISSOURI PUBLIC SERVICE COMMISSION 


240 


copy of the very recent opinion of the 
supreme court of Missouri, in Case 
No. 39356, entitled Springfield y, 
Monday (1945) — Mo —, 185 SW 
(2d) 788. The legal right of the City 
to use this method of acquiring said 
public utility property (that is, by pur- 
chasing the common stock of the 
Springfield Company and causing said 
Springfield Company to be dissolved 
and liquidated and the net assets and 
properties to be conveyed, transferred, 
and distributed to the City) has been 
adjudicated, determined, and approved 
of the supreme court of Missouri in 
this case. The legal right of the City 
to issue its public utility revenue bonds 
to finance such acquisition was also 
approved in this case. 

There were also introduced in evi- 
dence Exhibit A, which is the con- 
tract between the City and Federal, 
and Exhibit D, which is the authorita- 
tive ordinance of the City supporting 
all such matters. Exhibit C was also 
filed in the case. It is the waiver etc., 
of Greene county, Missouri, previously 
mentioned. There was also intro- 
duced in evidence Exhibit E which is 
an extract from the Articles of Agree- 
ment of the Springfield Company 
dated April 17, 1927, and recorded in 
the Office of Recorder of Deeds of 
Greene county on the same day in 
Book 514 at page 344. It provides 
that such preferred stock may be re- 
deemed in whole or in part on any 
date fixed for the payment of divi- 
dends at a redemption price of $115 
per share (with other provisions un- 
necessary to notice) and in the event 
of a dissolution, litigation, or wind- 
ing up of the corporation, whether 
voluntary or involuntary the redemp- 
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tion rate for the retirement of such 
stock is $100 per share. 

It also provides that the common 
stock shall have exclusive voting pow- 
ers, and that the preferred stock shall 
have no right to vote at any time at 
any meeting of the stockholders or 
election of the corporation or other- 
wise to participate in any action taken 
by the corporation or the stockhold- 
ers, except as therein otherwise specif- 
ically provided or as required by law. 
The law does not appear to confer 
voting privileges upon preferred stock- 
holders unless the instrument creating 
them does so, and the only exception 
provided later in the instrument is that 
if, and as often as, two quarterly divi- 
dends payable on the preferred stock 
shall be in default on the preferred 
stock that immediately upon the hap- 
pening of such event and until such 
default and subsequent defaults have 
been made good, the entire voting 
power for the election of directors shall 
become and remain vested exclusively 
in the preferred stock, and if defaulted 
dividends shall thereafter be paid the 
entire voting power for the election 
of directors shall again be vested in 
the common stock. The protestants 
neither alleged nor proved any exist- 
ing defaults. Thus, it appears these 
preferred stockholders are not entitled 
to vote upon the question of the sale of 
the company’s property, and are not 
under the protection vouchsafed to 
“shareholders” under said § 72. This 
disposes of protestants’ first point. 

[3] As to protestants’ second point. 
They charged that the City and Fed- 
eral plan to pay off these preferred 
stockholders at the liquidating rate of 
$100 per share when they should be 
entitled to be paid on the basis of the 
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call rate or $115 per share. The ques- 
tion of public interest is, however, in- 
volved in the retirement of the pre- 


ferred stock. In the usual or normal 
sale of public utility properties the par- 
ties involved are utilities and the liqui- 
dation of outstanding securities of the 
vendor is treated as a call in the man- 
ner provided in the securities out- 
standing. The supreme court in the 
Springfield Case, supra, has pointed 
out that the dissolution and liquidation 
of the company is the method by which 
the title to the property may be trans- 
ferred from the Springfield Company 
to the City. Since the dissolution and 
liquidation is to be used as a means 
of the transfer of the property it is not 
a normal dissolution and liquidation 
as the term is ordinarily used. In this 
case due to the peculiar circumstances 
resulting from a sale of a utility cor- 
poration to a municipality it is neces- 
sary that the corporation he dissolved 
and to this extent we are of the opin- 
ion that a dissolution which may re- 
sult is not a dissolution as this term 
is generally used, and for that reason 
we are of the opinion that the pre- 
ferred stockholders should receive for 
their stock $115 per share which is the 
call price, and our order will be so 
conditioned. 

[4] The point made by the others 
who appeared is not sufficient to re- 
quire a denial of the prayer of this 
application. These others, definitely, 
did not wish any such result. Their 
idea that any part of the depreciation 
reserve, although contributed by the 
customers, belongs to such customers, 
is contrary to the law as expressed by 
our supreme court in State ex rel. Em- 
pire Dist. Electric Co. v. Public Serv- 
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ice Commission (1936) 339 Mo 1188, 
16 PUR(NS) 437, 100 SW(2d) 509. 

On March 7, 1945, this Commission 
ordered the Springfield Company to 
reduce its gross operating revenues in 
the electric and gas departments for 
the year 1945 at the rate of $28,000 
per month ($25,000 electric and 
$3,000 gas) for the period in 1945 
during which the company shall own 
and operate electric and gas properties 
by credits to customers to be made in 
the same manner as used by the com- 
pany in the 1944 reductions. During 
the hearing in this matter the attention 
of the mayor of the City of Spring- 
field was called to the fact that this 
reduction had been ordered, and he 
was asked if the City would make 
these reductions and refunds if the 
Springfield Company would not have 
time to compute the reductions and to 
make the refunds before the consum- 
mation of this sale, if it should be 
consummated. The mayor replied that 
that this deduction would be made 
from the purchase price in settling 
with the Federal and that the City 
would make the refund to the custom- 
ers in the manner required by the 
order. 


[5] Our supreme court in the 
Springfield Case, supra, has covered 
about all the law which attends this 
case and has left very little, if any- 
thing, for us to determine except, of 
course, the jurisdiction to determine 
whether or not it is in the public in- 
terest, or whether or not it is detri- 
mental to the public interest, for these 
utility properties to pass from the 
Springfield Company to the City and 
that the Springfield Company be per- 
mitted to cease operations upon the 
consummation of the plan. The best 
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legal authority for the City to dissolve 
and to liquidate the corporation in 
order to obtain the property comes 
from the supreme court in this Spring- 
field Case. The Springfield Company 
intends to comply with the statutes and 
laws of Missouri in accomplishing the 
dissolution. It is within our jurisdic- 
tion to determine the public interest 
involved in the title to the properties 
passing from the Springfield Company 
to the City. This will next have our 
attention. 


It was shown in evidence that if 
the City obtains and operates the prop- 
erty as a municipal plant it will escape 
large sums of taxation which the pres- 
ent operating utility is required to pay 
to the United States in the way. of in- 
come and other taxes as well as state, 
county, and school taxes. The mayor 
and one member of the council who 
testified, testified further that in their 
opinion they could reduce rates to all 
consumers in the City below the pres- 
ent rates even after the reductions re- 
quired by the Commission, and could 
furnish lower rates to the consumers 
than could a utility, which is subject 
to all the taxation and regulations 
which obtain. It was further shown 
that it was the purpose of the City to 
employ all persons now employed by 
the Springfield Company which now 
operates the property and that all of 
such employees have been advised that 
they will be retained. It was further 
shown that the present employees have 
operated the Springfield Company in 
a highly satisfactory manner, and 
have rendered prompt, efficient, and 
adequate service, and that the same 
operators and employees can do the 
same thing when working for the City 
if it obtains the property and operates 
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it. The City officers also further tes- 
tified that it was their purpose when 
changes, if any, should occur, in the 
present personnel as above mentioned, 
to employ other capable and competent 
persons for their places. There was 
further testimony to the effect that 
some industries have refused to locate 
in Springfield for the sole reason that 
they could not operate under the high 
rates which the said utility (the 
Springfield Company ) has required. 

Before the matter of municipal own- 
ership proceeded very far the chamber 
of commerce and thirty-five other 
civic organizations of the City were 
invited to send two delegates to a 
meeting to discuss the entire matter. 
As a result of that meeting a smaller 
committee composed of nine persons 
was constituted and has been an ad- 
visory committee for the mayor and 
city council throughout all the time 
that municipal ownership has been un- 
der consideration by the City. It is 
the purpose and hope of the City that 
legislation may be obtained to give 
such an advisory committee a legal 
status, The character and prominence 
of these nine members who have been 
serving, and now constitute the ad- 
visory committee, was shown in evi- 
dence, although it was shown that only 
one of them has had any previous ex- 
perience in operating a utility. 

In this case the consumer and the 
investor will have the same incentive 
to secure successful operation of the 
plant. The consumer because he will 
be interested in good service at the 
lowest possible price, and the investor 
because it is only from the proceeds of 
a successful operation that he will have 
any assurance of the security of his 
investment, since no interest or princi- 
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pal retirement can come from any 
source except from the revenues de- 
rived from the operation of the utility 
properties. 


[6] There was a question raised at 
the hearing as to whether or not the 
City of Springfield upon acquisition 
could lawfully own and operate the 
electric and gas properties located 
outside the corporate limits of the City. 
Certain small parts of the electric and 
gas properties proposed to be acquired 
by the City of Springfield are located 
outside the corporate limits of the 
City. However, the evidence shows 
that the electric and gas properties lo- 
cated outside the City limits are rela- 
tively small in amount. The opera- 
tion of these properties outside the 
City limits is incidental to the opera- 
tion of the principal parts of the sys- 
tems located inside the City. Service 
is supplied exclusively from the plants 
located inside the City. The entire 
properties both inside and outside the 
City are operated as a unit. We are 
of the opinion that under the facts and 
circumstances in this case that the City 
of Springfield can lawfully own and 
operate that part of the properties lo- 
cated outside the City limits so long 
as it operates the entire gas and elec- 
tric properties primarily for the pur- 
pose of supplying electricity and gas 
for its own needs and the needs of its 
inhabitants and is incidentally selling 
surplus electricity and gas to nonresi- 
dents without impairing the usefulness 
of its gas and electric properties for 
said primary purpose. We are sup- 
ported in this conclusion by the su- 
preme court’s holding in Speas v. Kan- 
sas City (1931) 329 Mo 184, 44 SW 
(2d) 108, and the Springfield Case, 
supra. Also subparagraphs 37 of 
58 PUR(NS) 





MISSOURI PUBLIC SERVICE COMMISSION 


§§ 6609 and 7787, Rev Stats Mo. 
1939, 

From the evidence adduced this 
Commission is of the opinion and 
finds that it is not detrimental to the 
public interest for the City immediate- 
ly upon its acquisition of all of the 
common stock of the Springfield Com- 
pany to cause said Springfield Com- 
pany to be dissolved and liquidated 
and its net assets and properties to be 
conveyed, transferred, and distributed 
to the City and permitting said Spring- 
field Company to cease operation as a 
public utility, all conditioned upon the 
preferred stock being called and paid 
off at the rate of $115 per share, plus 
all accrued and unpaid dividends, if 
any, or such sums be made available 
to such preferred stockholders by de- 
posit thereof, as set forth in said Ex- 
hibit E. 

Entertaining these views, 

It is, therefore, 

Ordered: 1. That if the City of 
Springfield shall hereafter acquire all 
the common stock of the Springfield 
Gas and Electric Company (a cor- 
poration) then and in that event per- 
mission is hereby granted to dissolve 
and to liquidate the Springfield Gas 
and Electric Company and its net as- 
sets and properties to be conveyed, 
transferred, and distributed to the City 
of Springfield, Missouri, as the holder 
of all of the common stock of said 
company, from and after which the 
said Springfield Gas and Electric Com- 
pany shall cease to operate as a public 
utility and its certificate of convenience 
and necessity, granted by this Com- 
mission, shall thereby cease and come 
to an end, all upon the condition that 
the preferred stock shall be called and 
paid off at the rate of $115 per share, 
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plus all accrued and unpaid dividends, 
if any, or that such sums be made 
available to such preferred stockholi. 
ers by deposit thereof as set forth in 
Exhibit E proffered in this case. 

Ordered: 2. That this report and 
order shall be in effect on March 24 
1945, and that the secretary of the 
Commission shall forthwith serve cer. 
tified copies of same upon all interested 
parties. 


WItson, Commissioner, dissenting: 
The application in this case seeks an 
order of this Commission approving 
the transfer of all of the physical prop. 
erties of Springfield Gas and Electric 
Company to the City of Springfield, 
Missouri, and the discontinuance of 
operation by the company as a public 
utility and the dissolution of the cor- 
poration. 

This case, in my opinion, is one of 
considerable importance, involving the 
utility properties in the fourth largest 
city in the state and the electric, gas, 
and transportation services to the City 
of Springfield’s more than 60,000 in- 
habitants and electric service to others 
within an area of 8 miles beyond the 
city limits in all directions according 
to the maps filed with this Commis- 
sion by the Springfield Gas and 
Electric Company. In determining 
whether the proposed transfer should 
be approved the issue before this Com- 
mission is whether or not such a trans- 
fer would be in the public interest. 
That question must be decided upon 
the record that is before the Commis- 
sion and upon the law contained in 
the applicable statutes and the adju- 
dicated cases. 

Although the supreme court of Mis- 
souri has recently held that the City 
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of Springfield may issue public utility 
revenues bonds for the purchase of the 
common stock of the Springfield Gas 
and Electric Company from the Fed- 
eal Light & Traction Company, 
Springfield v. Monday, No. 39356, 
(1945) — Mo —, 185 SW(2d) 788, 
the court did not hold that the City 
can operate as a public utility outside 
the city limits, and that conclusion 
does not follow as of course. Under 
the most recent decision of the su- 
preme court of Missouri upon this 
subject, Taylor v. Dimmitt, 336 Mo 
330, 78 SW(2d) 841, 98 ALR 995, 
decided in 1935, which case has never 
been criticized or overruled, I am of 
the opinion that the City of Spring- 
field cannot lawfully serve the electric 
and gas customers located outside the 
corporate boundaries, and for that rea- 
son the proposed transfer would be 
detrimental to the public interest. The 
case of Taylor v. Dimmitt, supra, in- 
volved a question of whether or not 
the city of Shelbina, Missouri, a city 
of the fourth class which owns and 
operates a municipal electric plant and 
having a surplus of electric energy 
from its municipal plant, could con- 
struct, maintain, and operate an elec- 
tric transmission line for the purpose 
of furnishing service to consumers re- 
siding in Lakenan, an unincorporated 
village located approximately 5 miles 
from the city limits of Shelbina, and 
also to furnish service to consumers 
along such proposed electric transmis- 
sion line. The court held that a mu- 
nicipality in rendering electric service 
to consumers outside the corporate 
boundaries performs no municipal 
function, but enters a field of private 
business, and authority for such action 
must clearly appear ; that a municipal- 
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ity has no implied power to engage in 
private business; and that the city of 
Shelbina was without statutory au- 
thority to construct, maintain, and 
operate a transmission line for the pur- 
pose of furnishing service to consum- 
ers outside its corporate boundaries. 
In that case the court, at p. 336 of 336 
Mo, said: 

actaat cities in owning, oper- 
ating, and maintaining electric utilities 
act in their proprietary, or business, 
as distinguished from governmental 
capacity. In rendering electric service 
to consumers outside their corporate 
boundaries, they perform no municipal 
function, but depart from the primary 
objects for which they have existence, 
and enter a field of private business. 
Authority for such action, we think, 
should clearly appear.” 

Also: “Even as to governmental 
functions, Missouri cities have or can 
exercise only such powers as are con- 
ferred by express or implied provisions 
of law; os 

Also: “ ‘It is a general and undis- 
puted proposition of law that a mu- 
nicipal corporation possesses and can 
exercise the following powers, and no 
others: (1) Those granted in express 
words; (2) those necessarily or fairly 
implied in, or incident to, the powers 
expressly granted; (3) those essential 
to the declared objects and purposes 
of the corporation—not simply con- 
venient, but indispensable. Any fair, 
reasonable doubt concerning the ex- 
istence of power is resolved by the 
courts against the corporation, and the 
power is denied.’ St. Louis v. Kaime 
& Bro. Real Estate Co. (1903) 180 
Mo 309, 322, 79 SW 140, 143 (quot- 
ing Dillon, Municipal Corp. vol. 1 
(4th Ed) p. 145).” 
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The city of Springfield, Missouri, 
is a city of the second class and the 
applicable statutes are as follows: 

“Section 6605 Rev Stats Mo 1939: 

“Any city of the second class in this 
state . may purchase, re- 
ceive, and hold property, both real and 
personal, within and without such city, 
for any public use or purpose . . .” 

“Section 6609 Rev Stats Mo 1939: 

“XV. To procure by purchase, con- 
demnation, gift, or otherwise, within 
the city or beyond the limits thereof, 
property for use of the city 1m and for 
the performance of its functions, and 
to manage and regulate the use there- 
of : 

“XXXVI. To acquire by condem- 
nation, purchase, gift, lease, or other- 
wise, property, real and personal, with- 
in such city and beyond the limits 
thereof for the erection, 


construction, maintenance, and opera- 


tion of gas plants and systems, heat 
plants and systems, electric light plants 
and systems electric for 
other power plants and systems, to be 
used in supplying the city and its in- 
habitants with light, heat, and power; 
and for any other public use or pur- 
pose 

“XXXVI. To acquire by con- 
demnation, purchase, gift, lease, or 
otherwise, property real and personal 
within such city or beyond the limits 
thereof, and to establish, construct, 
maintain, add to, equip, improve, 
own, control, regulate, and operate 
e electric light systems, electric 
or other heat systems, electric or other 
power systems, electric or other rail- 
ways, and transportation 
systems of any kind, and 
all public utilities not herein enumer- 
ated and everything required there- 
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for ; to sell 


electric current, and all products off 


any public utility operated by the cj 
; .” (Italics by the writer, 


In the case of State ex rel. Kansagipas 


City v. Orear (1919) 277 Mo 303 
210 SW 392, the city comptroller of 
Kansas City contended that the pur 
pose for which the proceeds of iced 
plant bonds were to be used was not 
a public purpose, and, therefore, there 


was lacking both legislative and con-[ 


stitutional authority to use therefor 
public moneys raised by public taxa- 
tion. 
p. 317 of 277 Mo: 

“That there must be authority in 
the charter of Kansas City, either ex- 
press or clearly implied, permitting 
that municipality to engage in mak- 
ing and selling ice, before it can legally 
do so is settled by the repeated adju- 
dications in this state.” (Citing 
cases. ) 

I am unable to find any charter or 
statutory provision, express or im- 
plied, which authorizes the City of 
Springfield to engage in the private 
business of conducting a public utility. 

It is stated in the majority opinion, 
at p. 243, that the electric and gas 
properties located outside the city 
limits are relatively small in amount, 
that the operation of these properties 
outside this City is incidental to the 
operation of the principal parts of the 
system located inside the City, and the 
opinion is expressed that the City of 
Springfield can lawfully own and oper- 
ate that part of the property located 
outside the city limits so long as it 
operates the entire gas and electric 
properties primarily for the purpose 
of supplying electricity and gas for its 
own needs and the needs of its inhabi- 
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bnts and is incidentally selling sur- 
Jus electricity and gas to nonresidents 
‘ithout impairing the usefulnes of its 


@:s and electric properties for said 


rimary purpose, citing the supreme 


ity (1931) 329 Mo 184, 44 SW(2d) 
(8; Springfield v. Monday, No. 
9356 (1945) — Mo —, 185 SW 
(2d) 788, and § 6609 XXXVII and 
§ 7787 Rev Stats Mo 1939. The 
uestion of importance here is not 


-Mbow much of the electric and gas prop- 


erties is located outside the city limits. 
All of the electric and gas properties 
could lawfully be located outside the 
city limits if they were operated for 
the purpose of supplying electricity 
and gas to the electric and gas con- 
sumers within the city limits. It is 
the business conducted in serving the 
consumers outside the city limits 
which is unlawful. As stated above 
neither the Springfield Case nor the 
provisions of § 6609, XXXVII Rev 
Stats Mo 1939 authorize the conduct- 
ing of such private business. In the 
Speas Case, supra, the plaintiffs, as 
resident taxpayers of Kansas City, 
Missouri, sought to have adjudged 
unconstitutional all provisions of said 
City’s charter by which it and its of- 
feers and agents are authorized to 
supply water to nonresidents and to 
perpetually enjoin said City and its 
officers and agents from supplying 
water to nonresidents. The plaintiffs’ 
petition alleged, among other things, 
that the City had constructed certain 
water mains running to and along the 
boundary line of Missouri and Kan- 
sas where Kansas City, Missouri, ad- 
joins Johnson county, Kansas; that 
the City had placed water meters at 
the state line (which is also the City 
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limits); that the purchaser of the 
water from Kansas City was charged 
the lowest consumer rate known as a 
combination rate based on the total 
consumption of water, and that the 
purchaser retailed and distributed the 
water to individual residents and citi- 
zens of the residential district of John- 
son county, Kansas, at a higher and 
more profitable rate than that paid to 
defendant, Kansas City, Missouri, but 
which rate was lower than that 
charged to and paid by the great ma- 
jority of the resident taxpayers or 
citizens of Kansas City, Missouri. 
The petition also contained the general 
allegation that Kansas City, Missouri, 
was selling and distributing large 
quantities of water to various other 
nonresident and noncitizen consumers, 
the names of whom were unknown to 
plaintiffs. The petition further com- 
plained that by reason thereof there 
had been frequent shortages of water 
for the use of citizens and taxpayers 
of Kansas City, Missouri, and that no 
part of the expenditures for the water 
distribution system had been, or would 
be, paid by nonresident users and con- 
sumers of water. In passing upon the 
questions presented in that case the 
court said, at p. 194 of 329 Mo: 


“Is the charter power of Kansas 
City to supply water to nonresidents 
in conflict with its charter power to 
acquire and to operate waterworks for 
public purposes only or with the con- 
stitutional provision that taxes may 
be used for public purposes only? We 
think not, because the charter power 
of Kansas City to supply water to non- 
residents may be exercised, as was 
doubtless intended by the framers of 
its charter, for the benefit of the City 
and its inhabitants. In other words, 


58 PUR(NS) 





MISSOURI PUBLIC SERVICE COMMISSION 


if Kansas City acquired and is operat- 
ing its waterworks primarily for the 
purpose of supplying water for its own 
needs and the needs of its inhabitants, 
and is incidentally selling surplus 
water to nonresidents, without impair- 
ing the usefulness of its waterworks 
for said primary purpose, such exercise 
of its charter power to supply water to 
nonresidents is not inconsistent with 
its charter power to acquire and to 
operate waterworks for public purposes 
only, nor with the constitutional pro- 
vision that taxes may be used for pub- 
lic purposes only.” The question in- 
volved in the Speas Case, supra, was 
the constitutionality of the charter 
provisions authorizing the selling of 
surplus water to nonresidents. That 
case did not hold that a municipal cor- 
poration can lawfully conduct a public 
utility business serving consumers out- 
side the city limits, nor does Kansas 
City’s charter authorize the conduct- 
ing of such a private business. 

The majority opinion in this case 
also cites § 7787 Rev Stats Mo 1939. 
That section is the same as § 7642 
Rev Stats Mo 1929, which is appli- 
cable to any city in the state which 
owns and operates any electric light or 
power plant, including cities of the sec- 
ond class, such as Springfield, cities 
of the fourth class, such as Shelbina, 
and cities under special charters, such 
as Kansas City. That section pro- 
vides as follows: 

“Section 7787. Cities empowered to 
sell light and power.—Any city in 
this state, which owns and operates 
any electric light or power plant, may, 
and is hereby authorized and empow- 
ered to supply electric current from its 
light or power plant to other municipal 
corporations for their use and the use 
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of their inhabitants, and also to per. 
sons and private corporations for yy 
beyond the corporate limits of syd 
city, and to enter into contracts there. 
for for such time and upon such terms 
and under such rules and regulations 
as may be agreed upon by the con. 
tracting parties. (Rev Stats 1929 
§ 7642.)” 

This section, above quoted, was con- 
sidered by the supreme court of Mis. 
souri in its most recent case upon this 
subject, Taylor v. Dimmitt, 336 Mo 
330, 78 SW(2d) 841, 98 ALR 995, 
decided January 7, 1935, almost three 
years later than the Speas Case, supra, 
The Speas Case which is cited in the 
majority opinion in this case is not in 
point and is so recognized by the sv- 
preme court in the opinion in Taylor 
v. Dimmitt in which the court says, at 
p. 338 of 336 Mo: 

“The Missouri cases mentioned by 
appellant (Speas v. Kansas City 
[1931] 329 Mo 184, 44 SW(2d) 
108; Public Service Commission y. 
Kirkwood [1928] 319 Mo 562, 4 SW 
(2d) 773; and McMurry v. Kansas 
City [1920] 283 Mo 479, 223 SW 
615) do not involve the issue upon 
which this case turns.” 

At the hearing in Case No. 9067, 
Public Service Commission v. Spring- 
field Gas & E. Co. before this Com- 
mission on the 14th and 15th days 
of February, 1944, 53 PUR(NS) 95, 
the evidence showed that the electric 
department was then serving approxi- 
mately 21,462 domestic, commercial, 
and power consumers in Springfield 
and the rural area lying within said 
8 miles of the City’s corporate limits, 
and that the gas department was serv- 
ing approximately 11,759 city and 
rural consumers as of December 3l, 
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1943. The evidence in the case be- 
fore us does not show the number of 
onsumers outside the city limits nor 
income derived therefrom, but certain- 
ly a number of large power users are 
ocated outside the city limits, includ- 
ing the Frisco railroad shops and two 
government hospitals, the Medical 
Center for Federal Prisoners, and 
O'Reilly General Hospital. 

If the city of Springfield could law- 
fully conduct a private business to 
serve the consumers 8 miles beyond 
the city limits, why could it not serve 
10, 15, 25, or even 100 miles beyond 
the city limits? 

Aside from the legal aspects of the 
proposed transfer, which would leave 
a considerable number of the present 
consumers of Springfield Gas and 
Electric Company, including large 
power users, without electric and gas 
service, and being for that reason 
detrimental to the public interest, after 
a careful analysis of the transcript of 
the evidence in this case it is my opin- 
ion that the evidence fails in other re- 
spects to show that the transfer would 
be in the public interest. In fact, the 
record on the whole is very inade- 
quate. No reasonable showing was 
made as to any public benefit to be 
derived from this purchase which 
would offset the definite losses which 
will result to the school district, road 
districts, and to the county as a conse- 
quence of the acquisition of these 
properties by the municipality. No 
actual plan has been adopted by the 
City regarding the rates to be charged 
and there is no guaranty that the re- 
duction which this Commsision has 
required to be made by allowing cred- 
its will be made permanent. If such 
a guaranty were made, it would be no 
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additional benefit in view of this Com- 
mission’s outstanding order. No im- 
provement in service is anticipated, 
and statements were made that the 
service now is very satisfactory. 
Mayor Carr stated: “The present 
management has given wonderful serv- 
ice for a number of years.” No econ- 


‘omy of operation is anticipated and 


the entire personnel of the Sprnigfield 
Gas and Electric Company is to be 
retained. The only economy which 
was discussed was the savings in 
taxes. The amount of such savings 
is largely defined by the loss in tax 
revenue to the school district, road 
districts, the county, and the Federal 
government. None of these parties 
who will suffer a loss in revenue will 
receive equivalent benefits. If the tax 


savings within the City are not passed 
on to the public in rate reductions or 
through reductions in taxes, even this 


saving is doubtful. 

Vague references were made to 
Utopian power rates which were to 
bring new industries to Springfield, 
but cross-examination disclosed that 
no schedules had been prepared to 
bring about these low rates nor was 
it shown that such reductions could 
be made without imposing a burden 
on the residential and other consum- 
ers. 

Mr. John Randolph, general coun- 
sel of the Missouri Public Service 
Commission, asked Mayor Carr on 
cross-examination : 

Q. Mayor Carr, you said you 
thought there would be many benefits 
that would come out of municipal 
ownership in this case. You expected 
to lower rates, have you made any 
definite studies of what you can do in 
that respect ? 
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To which the mayor answered : 

A. No, we haven’t and the reason 
is we haven’t as yet secured the prop- 
erty and there is plenty of time to do 
that. I don’t see why it is necessary 
to do that before you get the property. 

I have no doubt that the mayor and 
other city officials sincerely hope to 
reduce rates as they have testified were 
the City to acquire the property here- 
in involved, but the operation of pub- 
lic utility properties is a highly tech- 
nical business and rates are not re- 
duced by wishes. Witnesses stated 
that new industries had been forced to 
choose other locations because of the 
high power rate at Springfield and it 
was stated that a large tire plant had 
located in Oklahoma instead of at 
Springfield because the Oklahoma lo- 
cation offered a 4-mill power rate. It 
was inferred that the acquisition of 


the electric utility properties by the 
City would enable it to reduce power 
rates in order to compete in the acqui- 
sition of new industries. 


Our records show that during 1943 
the company purchased power from 
The Empire District Electric Com- 
pany in an amount of $84,836 which 
covered 12,807,560 kilowatt hours. 
This purchased power cost the Com- 
pany .656 per kilowatt hour. If these 
new industries which are to be at- 
tracted to Springfield by the suggest- 
ed 4-mill rate actually are obtained, 
it is logical to assume that the amount 
of power purchased will be increased 
in order to supply this additional de- 
mand. If the 4-mill rate is offered 
to these power consumers, it can only 
be done by passing the difference be- 
tween .656 and .4 on to the domestic 
and commercial users which could 
easily result in requiring an increase 
58 PUR(NS) 


for those types of consumers in ord 
to offer the low rate which the (; 
desires for the purpose of attracting 
new industries. Certainly, the benef 
to domestic and commercial customers 
would be doubtful in that event. 

On the 24th day of April, 1944, 55 
PUR(NS) 406, the Commission ; 


was ordered to reduce the gross oper 
ating revenue of its electric depart 
ment for the year of 1944 by re 
funding, or by allowing credit of 
future bills to customers, until the 


amount of $304,000. shall have been - 


refunded. Prior to issuing that order 
the Commission held a hearing a 
which the city of Springfield appeared 
by its attorney, mayor, and members 
of the council, and a group of con- 
mercial and 
sumers appeared by their attorney, 
Mr. Fred A. Moon. It was claimed 
originally by the industrial users that 
the power rates in the city of Spring- 
field were not comparable to the power 
rates in the state of Missouri general- 
ly, but that the domestic and other 
rates were comparable to such rates 
throughout the state, and it was con- 
tended that the total rate reduction 
should go to the large power users. 
Mr. Moon requested time in which 
to prepare as an exhibit a study show- 
ing comparison of power rates in Mis 
souri, and time was granted for that 
purpose. Thereafter, the industria 
users secured the services of an elec: 
trical engineer to analyze the power 
rates of Springfield as compared with 
other cities in Missouri, and after said 
analysis was completed Mr. Moon ad- 
vised the Commission that he found 
both the domestic and power rates 
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rere comparable to the same classes 
f rates in other cities in Missouri and 
ot out of line. At a prior hearing 
Juin the same case on February 14 and 
15, 1944, 53 PUR(NS)95, Mr. Louis 
V. Reps, who testified on behalf of 
the chamber of commerce, asked that 
vhatever rate reduction might be or- 
dered be allocated to industrial power 
ssers and commercial light users. In 
his testimony Mr. Reps said, “ 
our residential rate is very much in 
In fact, we advertise at the time 
is the lowest in Missouri. 
” I refer to previous records 
before this Commission for the pur- 
pose of pointing out that there is little 
to justify the belief that this proposed 
change of ownership can greatly bene- 
fit the rate situation within the city of 
Springfield. 

The evidence shows that there has 
been appointed a group of business- 
men, or so-called advisory board, de- 
scribed by the mayor as “ 
made up of some of our good citizens,’ 
but which has no authority in law. 
We have no reason to doubt the com- 
petency of these businessmen in their 
respective lines of business, but the 
record shows that only one of them 
has ever had any public utility ex- 
perience, and that he is not connected 
with any utility at the present time. 

The purchase price proposed in this 
case is $6,750,000. Some comment 
was made at the hearing regarding the 
fairness of this amount, and it was 
suggested that the City was paying 
more than $900,000 in excess of the 
price which had been offered by an 
individual and had been accepted by 
Federal for the common stock of the 
company. 

This Commission in 1944, after an 
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audit of the Springfield Company, 
fixed a rate base upon which the earn- 
ings of the electric and gas depart- 
ments should be computed. No equiv- 
alent finding was made for the heating 
and transportation departments. The 
rate bases which were fixed in 1944, 
plus adjustments applicable thereto 
during the year of 1944, amount to 
$5,499,009 for the electric and gas de- 
partments. If we add to this amount 
the adjusted investment in the heat- 
ing department and the recorded in- 
vestment in the transportation depart- 
ment, the maximum amount which 
could be justified as value of this 
property would be $6,009,077. This 


amount is approximately $665,000 
less than the agreed purchase price in 
this case. 

An analysis of the balance sheet of 
this company for December 31, 1943, 


discloses that the earned surplus, plus 
the common capital stock liability, 
amounts to $299,446.70. This is an 
accepted method of determining com- 
mon stock equity in a property. These 
figures, however, are not representa- 
tive of the equity value as there are 
items of acquisition adjustment in a 
substantial amount which would have 
to be considered in a determination of 
this nature. However, ignoring these, 
it seems evident that the offer by an 
individual of a consideration of 
$650,000 for the common stock of this 
company was at least an adequate con- 
sideration and that the price which is 
proposed herein seems exorbitant and 
to the extent of the excess over fair 
value is contrary to the public interest 
of the citizens of Springfield. 

In the rate base figures quoted above 
are included an amount slightly in ex- 
cess of $100,000 for cash working 
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capital and material and _ supplies 
which amounts might reasonably be 
deducted in the above computation in 
view of the terms of the purchase con- 
tract which in substance provide that 
assets of this nature may be offset by 
the assumption of liabilities of the cor- 
poration. 

The question as to the sentiment 
of the public at Springfield was dis- 
cussed and opinions were stated on 
both sides. No actual test of this sen- 
timent has been made. A vote was 
proposed on this matter at which time 
a consideration considerably in excess 
of the present one was involved. This 
vote was prevented by injunction. 
Since that time the consideration in- 
volved seems to have been reduced by 
more than $1,000,000 but is still some 
$900,000 in excess of a bid which was 
made by an individual and accepted 
by Federal. Possibly the public, if 
given an opportunity to vote, might 
register its objection to this large dif- 
ference in consideration. 

In addition to all of the other in- 
adequacies of this record, in the haste 
with which this case has been present- 


ed and heard, I doubt if due proces 
of law has been accorded to all inter. 
ested parties. At the beginning of the 
hearing of this case, at interval 
throughout the hearing and at th 
close of the hearing counsel for th 
preferred stockholders requested addi- 
tional time in which to present the cag 
of the 300 preferred stockholders. Ip 
view of the fact that this hearing was 
set upon less than ten-days’ notice as 
required by the Rules of Practice and 
Procedure before the Commission and 
the statement of one of the counsel that 
he had read the petition for the first 
time on the morning of the hearing, 
in my opinion the request for continu. 
ance was reasonable. Also, I note that 
there are road districts within Greene 
county which will be deprived of cer- 
tain taxes so that there is a possibility 
that there may be interested parties 
who received no notice of the hearing. 

For the reasons above stated | dis- 
sent from the majority report and or- 
der and it is my opinion that the 
proposed transfer would be detrimental 
to the public interest and contrary to 
the public welfare. 





MISSOURI PUBLIC SERVICE COMMISSION 


Re Springfield Gas & Electric Company 


Case No. 10628 
April 4, 1945 


NVESTIGATION by Commission of disposition of works and 
I system of a public utility company to a city; order to show 
cause issued. 


Consolidation, merger, and sale, § 13 — Unauthorized transfer — Investigation. 
A public utility company which, it appears, has disposed of its property 
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RE SPRINGFIELD GAS & ELECTRIC CO. 


by sale to a city without authorization from the Commission, should be 
required to show cause why its property has been disposed of, why such 
disposition is not unlawful and void, and why it should not be ordered to 
resume operation and to continue rendering utility service. 


(Henson, Commissioner, dissents.) 


By the Commission: Information 
having come to this Commission that 
the Springfield Gas & Electric Com- 
pany of Springfield, Missouri, has dis- 
posed of the whole of its works or 
system necessary or useful in the per- 
formance of its duties to the public and 
that said works or system have been 
acquired by the city of Springfield, 
Missouri; that such disposition of its 
works or system by the Springfield 
Gas & Electric Company has been 
made by it without having first se- 
cured from the Commission an order 
authorizing it so to do as required by 
§ 5651, Rev Stats Mo 1939, the Com- 
mission is, therefore, of the opinion 
that it should fully investigate the pur- 
ported disposition of the works or sys- 
tem of said Springfield Gas & Electric 
Company to the city of Springfield by 
causing said Springfield Gas & Elec- 
tric Company to appear before this 
Commission on a day certain and to 
show cause, if any there be, why its 
works or system have been disposed 
of without first having obtained an 
order of the Commission authorizing 
it so to do and to show further cause 
why such disposition is not unlawful 
and void under the provisions of said 
§ 5651, Rev Stats Mo 1939, and there- 
fore detrimental to the public interest 
and to show further cause why said 
Springfield Gas & Electric Company 
should not be ordered by the Commis- 
sion to resume the operation of its 
properties, works, and system and to 
continue to render utilities services to 
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the people of the city of Springfield, 
Missouri, and its surrounding terri- 
tory under the certificate of public con- 
venience and necessity heretofore 
issued to said company by this Com- 
mission. 

It is, therefore, 

Ordered: 1. That Springfield Gas 
& Electric Company be and it is here- 
by ordered and directed to appear 
before the Public Service Commission 
of Missouri at its hearing room in 
Jefferson City, Missouri, at 10 a. m. 
on Monday, April 9, 1945, and then 
and there show cause, if any there be, 
why the Springfield Gas & Electric 
Company has disposed of its works or 
system necessary or useful in the per- 
formance of its duties to the public 
without having first secured from the 
Public Service Commission of Mis- 
souri an order authorizing it so to do 
and show further cause why such dis- 
position of its works or system is not 
unlawful and void and show further 
cause, if any there be, why the Pub- 
lic Service Commission of Missouri, 
should not issue its order requiring the 
Springfield Gas & Electric Company 
to resume its operations and service 
to the public as a public utility under 
its certificate of convenience and ne- 
cessity heretofore issued by the Pub- 
lic Service Commission of Missouri. 

Ordered: 2. That this order shall 
take effect on this date and that the 
secretary of the Commission shall 
forthwith serve on all interested par- 
ties a certified copy of this order. 
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Williams, Chairman, Wilson and 
Arens, Commissioners, concur; Hen- 
son, Commissioner, dissents in a sep- 
arate opinion. 


HENSON, Commissioner, dissent- 
ing: I dissent for the reason, mainly, 
that this course is wholly unnecessary 
at this time and tends to confuse, if 
indeed it does not overlap, the issues 
before this Commission in the pending 
case No. 10614, 58 PUR(NS) ante, 
p. 237, which is to be heard five days 
hence. That case, among other things, 
asks our approval of the transfer of 
the works and system in question. 
Whether after that hearing we shall 
grant or shall withhold such approval, 
we have ample authority to include in 
our order when made therein, an 
order to our general counsel to pursue 
any and every statutory remedy which 
could possibly be spawned as a result 
of this show cause order now made 
and if necessary to do so, to then bring 
into the matter the Springfield Gas & 
Electric Company. Our authority to 
embark upon the enforcement of these 
statutory remedies is to be found in 
§§ 5661 and 5710 Rev Stats Mo 1939, 
neither of which place any time limit 


which would prevent the determina 
tion, after that case is heard, whethej 
or not we should also embark upo 
such a course or upon the one whic 
has been instigated by the above r 
port and order. Even if the wor 
and system of said Springfield Gas ang 
Electric Company have been trans 
ferred, there is no hint that as a resul 
thereof the utility services have cease( 
or been impaired in the least nor is i 
suggested that either is threatened of 
that this report and order will preven 
or cure it. Our paramount interest 
mainly, is in services. 

Without the slightest intention o 
my part to condone an unlawful act 
if any, it is still my humble judgment 
that these utility services will be more 
nearly assured by a determination of 
our course, after hearing the pending 
Case No. 10614, supra, the results of 
which can be reviewed, during which 
time the courts can protect the serv 
ices, rather than making the above re 
port and order, which may unneces 
sarily and possibly cast doubt and un 
certainty in the public mind on the 
entire situation until our decision on 
the merits in Case No. 10614, supra, 
is made. 
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Statutes 


CANTWELL v. ST. PETERSBURG PORT AUTHORITY 


FLORIDA SUPREME COURT 


R. J. Cantwell 


St. Petersburg Port Authority et al. 


— Fla —, 21 So(2d) 139 
March 2, 1945 


N BANC. HEARING on certified question of local or general 
nature of statute authorizing Commission to grant fran- 
chises to operate ferries ; validity of statute upheld. 


Statutes, § 9 — Validity — General or special laws. 


1. A statute authorizing the Commission to grant franchises to construct 
and maintain bridges, causeways, tunnels, toll highways, and ferries over, 
under, or across any bays, inlets, bayous, lagoons, or sounds bordering on 
or connected with, the Gulf of Mexico is not unconstitutional as a special 
or local law but is a valid general law, where the title is not limited to those 
waters bordering on the Gulf of Mexico but comprehends all waters in the 
state of Florida, where, although that gulf does not touch all the counties of 
the state, it does touch a great many of them and materially affects the 
people of the state in many counties that it hoes not actually touch, p. 256. 


Statutes, § 9 — Validity — General or special laws. 
2. A law does not have to be universal in application to be a general law, 


p. 256. 


APPEARANCES: James T. Smith, 
of St. Petersburg, for plaintiff; Lewis 
T. Wray and Harry I. Young, both 
of St. Petersburg, for defendant city 
of St. Petersburg; Allen C. Grazier, 
of St. Petersburg, for defendant St. 
Petersburg Port Authority. 


TERRELL, J.: R. J. Cantwell, as 
complainant, filed his bill of complaint 
in the circuit court to restrain the city 
of St. Petersburg and the St. Peters- 
burg Port Authority, as defendants, 
from purchasing the ferry franchise 
and assets of Bee Line Ferry, Inc., a 
Florida corporation. The theory of 
the bill of complaint is that the ferry 
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franchise is a nullity because the act 
under which it was granted, Chap 13- 
884, acts of 1929, §§ 347.11 to 347.- 
25, Florida Statutes, 1941, F.S.A., is 
a special or local law in violation of 
§ 20, Art III of the Constitution which 
provides that all laws for the “estab- 
lishment of ferries’ must be general. 

A motion to dismiss the bill of com- 
plaint raises the sole question of 
whether or not Chap 13884, acts of 
1929, is a local or special law. This 
question was certified to us under 
Rule 38 of the Rules of this court. 

In Schwob Co. of Florida v. Florida 
Industrial Commission (1942) 152 
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Fla 203, 11 So(2d) 782, we attempted 
to define the general scope of Rule 38. 
There are peculiar “facts” in this case 
which we do not deem necessary to re- 
late that make the question appropriate 
under the rule and reveal that it 
will facilitate the disposition of the 
case. 

[1] In our view the question must 
be answered in the negative. An ex- 
amination of the act in question dis- 
closes that it authorizes the Railroad 
Commission to grant franchises to 
construct and maintain bridges, cause- 
ways, tunnels, toll highways, and 
ferries over, under or across any bays, 
inlets, bayous, lagoons, or sounds bor- 
dering on or connected with the Gulf 
of Mexico, other prerequisites outlined 
in the act having been complied with. 
The title is not limited to those waters 
bordering on the Gulf of Mexico but 
comprehends all waters in the state of 
Florida. Other conditions are stated 
in the act; none of them appear per- 
tinent to this discussion and are not 
considered. They are not assaulted 
and the regularity of the franchise is 
not drawn in question. 

It is quite true that the Gulf of 
Mexico does not touch all the counties 
of the state but it touches a great many 
of them and materially affects the 
people of the state in many counties 
that it does not actually touch. It may 
therefore be said to affect directly or 
indirectly every citizen of the state. 
The Railroad Commission is a state 
agency and has construed the act to 
be one of general import. The re- 
visers included it in the general laws 
and it deals with a state agency. We 
think these factors are ample to clas- 


sify the act as one general in charag 
ter; in fact, we do not see that it 

a single attribute to recommend it 
a local or special law. 

[2] A law does not have to be uni 
versal in application to be a gene 
law. Laws relating to the location ¢ 
the capital of the state, the state 
versity, the state prison farm, 
hospital for the insane and other stat 
institutions are local in character by 
general in application and are regard 
ed as general laws. The act under cor 
sideration is easily within this class. 

The certificate is granted and in r 
sponse to the question certified we ar 
swer that Chap 13884, acts of 192 
is a general law. In application o 
perspective we do not see that it ha 
the first attribute of a special law. 

Chapman, C. J., and Brown, B 
ford, Thomas, and Adams, JJ., 
cur. 


Sebring J., agrees to conclusion. 


Brown, J. (concurring): Certain 
ly the legislature has the power t 
grant and prescribe powers to a stat 
agency, such as the Railroad Commis 
sion, so long as no constitutional pro 
vision is violated. The legislature 
have had good reasons for confini 
the exercise by the Commission of t 
powers here in question to bays, inlets 
etc., along the Gulf coast. A gland 
at the map shows that there are marke 
geographical differences between 
Gulf coast and the Atlantic coast 6 
Florida. It appears to me that we: 
here dealing with a general law. 
State ex rel. Gray v. Stoutami 
(1938) 131 Fla 698, 179 So 73 
16th headnote. 
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are built from carefully selected, thoroughly 
tested, quality materials. Tap leads feed 
through sturdy tubes for solid support, and 
coil bridges of correct length prevent wire 
breakage. Further features include electrically 
reinforced end coils, braces which guard against 
mechanical distortion, and vented bracing 
blocks which permit free oil circulation. From 


every standpoint Kuhlman Power Transformers 


have what it takes to transform power with a 


maximum of trouble-free efficiency. Write for 
-complete facts on Kuhlman Power, C.S.P., Dis- 
tribution, and SAF-T-KUHL Transformers, and 


line regulators. 


ELECTRIC COMPANY 
BAY CITY, MICHIGAN 





*yYOU CAN’T BEAT 
KUHLMAN FOR 
DEPENDABLE LOW-COST 
PERFORMANCE!” 


Men who install and maintain them, know the 
dependable, low-cost performance of Kuhlman 
Power Transformers. This dependability is the 
result of correct design and construction features 


that have been proved in scores of installations. 
Like the model illustrated at right—a 600 KVA, 
3 phase, 50 cycle, OISC Transformer rated 
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A job for seasoned executives—this 7th 
War Loan! Especially when we've got to 
make 2 war loans total just about as 
much as all 3 in 1944! This demands the 
combined and continued efforts of the 
“No. 1” men of American industry. 


This means marshaling your plant drive 
to make every pay-day ‘til June 30th do 
its share. Directing the drive is not 
enough. Check to see that your direc- 
tions are carried out—intelligently! 

For example, has every employee had: 


1 an opportunity to see the new 
Treasury film, “Mr. and Mrs. 
America"? 


a copy of “How To Get There,” 
the new Finance Division booklet? 
anew bond-holding envelope with 
explanation of its convenience? 
7th War Loan posters prominently 
displayed in his or her department? 
information on the department 
quota—and an urgent 80- 
licitation to do his or her share? 





Meeting—and beating—your high- 
est-yet 7th War Loan quota calls for 
“No. 1” executive ability. Your full 
cooperation is needed for a fine show- 
ing in the 7th! Do not hesitate to ask 
your local War Finance Chairman 
for any desired aid. 


The Treasury Department acknowledges with appreciation the publication of this message by 


PUBLIC UTILITIES FORTNIGHTLY 


This is an official U. S. Treasury advertisement prepared under the auspices of 
Treasury Department and War Advertising Council * 

















f, Industrial Progress 


Selected information about products, supplies, and 
services offered by manufacturers. Also announce- 
ments of new literature and changes in personnel. 


Lt. Col. Stone Elected President 
Stone & Webster, Inc. 


L; Col. Whitney Stone has been elected pres- 
ident of Stone & Webster, Inc., succeeding 
George O. Muhlfeld who now becomes vice 
chairman of the board of directors. Col. Stone 
first joined the firm of Stone & Webster in 1930 
and became an executive vice president in 1936. 
In January, 1942, he resigned his position and 
withdrew from all his directorships to join the 
Army Ordnance Department, and since that 
time has served in the New York, Cleveland, 
and Boston Ordnance Districts. During the past 
year until the army released him to return to 
Stone & Webster, he has been deputy district 
chief of the Boston Ordnance District. 

Mr. Muhlfeld, who now becomes vice chair- 
man of the board, has been associated with 
the Stone & Webster organization for over 
forty years, serving as president since 1931. 

The new president is a son of the late Charles 
A. Stone, who with Edwin S. Webster, present 
chairman of the board of directors, organized 
the firm as a partnership in 1889. At the time 
of his death in 1941 Charles A. Stone was 
chairman of the board of directors, a position 
he had held for many years. 

The firm through its subsidiaries has long 
been among the leaders in the fields of engi- 
neering and construction, public utility super- 
vision, and investment banking. Its principal 
subsidiaries are Stone & Webster Engineering 
Corporation, Stone & Webster Service Cor- 
poration, and Stone & Webster and Blodget, 
Inc. During the war period the. Engineering 
Corporation has had an important part in the 
design and construction of projects costing in 
excess of a billion dollars. 


Neptune Meter Promotions 


_—_ H. Junce, Chicago district manager 
of the Neptune Meter Company since 1932, 
has been promoted to the post of assistant gen- 
eral sales manager. Mr. Judge has had twenty- 
two years of sales experience with the Neptune 
Meter Company. Previous to his appointment 
as Chicago district manager, he had as his sales 
omens Illinois and part of Missouri. 

H. A. Tolburg, of Springfield, Illinois, who 
has been with the company since 1936, covering 
the state of Illinois, has been appointed Chi- 
cago district manager. Previous to his joining 
the Neptune Meter Company, Mr. Tolburg 
had sixteen years of engineering experience in 
the operation of municipal water works serving 
as city engineer and superintendent of water. 
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Appoints New Distributor 


Aer eae comes from Davey Com. 
pressor Company, Kent, Ohio, of the 
appointment of the Construction Equipment 
& Supply Company, Brushton avenue at 
Thomas boulevard, Pittsburgh, Pennsylvania, 
as a distributor for Davey products, which 
include portable and stationary compressors, 
truck power take-offs, and pneumatic saws, 
Davey operations of the new dealer will em- 
brace the western area of Pennsylvania and 
the northern panhandle section of West Vir- 
ginia. 


Chevrolet Promotions 


6 Be: appointment of William J. Scott as as- 

sistant general manufacturing manager of 
Chevrolet Motor Division was announced re- 
cently by Hugh Dean, Chevrolet general man- 
ufacturing manager. 

A veteran of 30 years’ continuous service 
with Chevrolet, Mr. Scott had been manager 
of the division’s gear, axle and forge plants 
in Detroit since 1939 and, also, since 1942, in 
charge of war production at Chevrolet alw- 
minum forge plants in Muncie, Indiana, and 
Saginaw, Michigan. 

Announcement of the appointment of Tom 
F. Brown to the position of assistant general 
sales manager of Chevrolet in charge of parts 
and accessory merchandising, warehousing and 
distribution was made by William E. Holler, 
Chevrolet’s general sales manager. Mr. Bre 
succeeds Wendell G. Lewellen, formerly 
tant general sales manager of the 
Motor Division, who now becomes an 
tive of the General Motors Corp. 

In his new capacity, Mr. Brown heads up@ 
highly specialized operation designed to @ 
added effectiveness to the increasingly i 
tant contribution parts distribution is p 
in the maintenance of civilian transportation, 
during the war and postwar period. Under this 
new arrangement, the distribution and wat 
housing functions of the»parts operation 
separated, in order to better serve owners 





“MASTER*LIGHTS"” 


® Portable Battery Hand Lights. 
® Repair Car Roof Searchlights. 


© Hospital Emergency Lights. 


CARPENTER MFG. CO. 
V7 aoe 3 Seas, om 





Mention the FortNiGHTLY—It identifies your inquiry 
34 





Public Utilities Fortnightly 


p be eC ,AASAD 
LG@ QUDEME 


aps 
, — 
Ri 








INDUSTRIAL PROGRESS—( Continued) 





JULY 5, 1945 


users through the Chevrolet dealer organiza- 
tion. 

Mr. Brown is assisted by I. W. Thompson 
as national manager of parts and accessory 
merchandising, and John P. Hopkins as na- 
tional manager of warehousing and distribu- 
tion, 


Irvington Introduces 
Cardolite 5616 


HE Irvington Varnish & Insulator Com- 
pany of Irvington 11, New Jersey, has in- 
troduced a cold setting plastic to be used as a 
filling material for junction boxes, stuffing 
boxes, pot-heads and similar void spaces en- 
countered in electrical work. Known as Cardo- 
lite 5616, this liquid resin is mixed with Irv- 
ington 5612 Setting Agent prior to use. Ap- 
proximately four hours after mixing, the two 
ingredients will gel at room temperature to 
the point where flow is no longer possible, and 
after several days, the end product is a tough 
rubbery mass which will not flow under heat 
nor become brittle in the cold. The set com- 
pound is insoluble in water, oil, acids, and al- 
kalies. Although Cardolite 5616 will adhere to 
metal, it can be stripped away cleanly to allow 
repairs to terminals and cable strips. 
Originally made for filling junction boxes on 
marine cable installations, Cardolite 5616 is now 
of interest in all applications where a free- 
flowing material is required which will set to 
form a rubbery solid. 


Companies Use Multigraph For 
Signing Payroll Checks 


OMPANIES with large payrolls are validating 

and signing checks with the Multigraph as 

a means of saving time and facilitating distri- 

bution to employes, according to reports re- 

ceived by Addressograph-Multigraph Corpora- 

tion, manufacturer of business simplification 
equipment, Cleveland, Ohio. 

A Wisconsin corporation that recently inau- 
gurated this system found that it could sign 
10,000 checks in two hours. The Multigraph 
plate on which the signature is embossed is 
locked in a safe by the paymaster until the 
checks are signed under his supervision. 

The report lists three large corporations that 
recently to use Multigraph equipment 
for this purpose. 


National Battery Promotion 


FFECTIVE May 1, 1945, Richard H. Row- 
land, vice president in charge of the Na- 
tional Battery Company’s Gould Industrial Di- 
vision, Depew, New York, assumed the 
added responsibility of general sales manager, 
succeeding John C, Sykora, resigned, accord- 
ing to an announcement issued by A. H. Dag- 
gett, National Battery president. 
Mr. Rowland was vice president of the St. 
Paul Engineering & Manufacturing Company 
prior to his recent connection with the Na- 


tional Battery Company. In addition to hi 
general administrative responsibilities, he 
direct the operations of Gould’s entire sales ap 
service field organization. : 

Mr. Sykora, whose resignation terminate 
twenty-six years of Gould service, has bee 
appointed director of sales, Portable Pro 
ucts Company, New York. At the time of hi 
resignation he was Gould vice president 
charge of sales. 


Nelson B. Buehrer Joins 
F. J. Evans Eng. Co. 


HE F. J. Evans Engineering Company an- 

nounces that Nelson B. Buehrer has be- 
come a new member of the firm with headquar 
ters at the general offices in Birmingham, Ala 
bama. He will direct sales of heating and ai 
conditioning equipment to gas utilities and 
— served by the company throughout the 
south, 

Mr. Buehrer formerly was with Surface 
Combustion Corporation, Toledo, Ohio. Evans 
Engineering is manufacturer’s agent for ¢ 
Toledo company’s complete line of products in- 
cluding Janitrol unit heaters for stores and fac-#F 
tories, —- conversion burners, condition- 

an 


and Kathabar air conditioning equipment. 


Reconversion Inventory Kit 


— facilitate quick, easy reconversion in- 
ventories of industry’s most widely used 
general purpose equipment, the Allis-Chalmers 
Mfg. Company announces that it will soon be- 
gin to distribute a newly prepared reconver- 
sion inventory kit, covering centrifugal pumps, 
V-belt drives, and electric motors. Actual con- 
dition of this equipment is in many cases un- 
known in this early period of reconversion, ac- 
cording to Allis-Chalmers surveys. 

This kit, which will be distributed free, con- 
tains a set of three fact sheets, one for each 
type of unit, with suggestions for inventory 
procedure, and a set of three check lists which 
summarize the procedures and permit detailed 
appraisal of each unit. 

These kits are available by request from the 
nearest Allis-Chalmers district office or from 
Dept. 561, Allis-Chalmers Mfg. Company, 
Milwaukee 1, Wisconsin. 





Queena MANA WANTED: The Dairy! 
tive, Genoa, in, a federation of 
twenty rur: 


position requ a men 
Sage perl ith» emer 
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§ Applications should be 
Wisconsin on or before July 15, 1945. 
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gravity burners for homes, Surfaceflly i 
Combustion heat treat furnaces for industry,&; 
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Shakespeare Said: 


est are the uses of Adver- 
"_-s0 Bishop display on right 

that "Sweet are the uses 
Publicity.” 


ss we tell them they won't 
pw—so, they'll believe what 
y hear, although it may not 
true at all. Winning the Peace 
ns protecting our American 
y of Life and this means that 
d work and know-how will con- 
e to mean something. Use 
up-to-the-minute Bishop Dis- 
wherever the Public can see 


w Appliances Are On 


t Way—so, these Bishop yp 45.7) “AMPLE ELECTRIC POWER” display (1) card 60” x 40” screen 

slays will help your company processed in (8) coiors on heavy seasoned cardboard. Price $6.45 each, F.O.B. 

° Chicago. Stand for same $1.35 each. 

our dealers to sell more which 

ly is the important thing in 

ping to win the peace. This 

ns jobs for returning Service 
and Women who will be 

ing and selling these won- 
| new appliances. 


of these Bishop Displays are 
d examples of good public 
tions. Please order by codes; 
ch and send coupon below. 
op displays should be in all 
our offices each month. 


HOP PUBLISHING 
COMPANY —— 


ni (WEW 45-7) “A LITTLE MORE PATIENCE” and “IT TAKES THE CAKE” 

W. Randolph St-—STate 7560 display set including (2) displays each 30” x 40” printed in photo-gelatin process 

P ake in (4) colors, sepia, black, magenta and yellow. Mounted on heavy seasoned card- 
Chicago 6, Illinois board—price $9.30 per 2-pc. set, F.O.B. Chicago. Stands for same—$1.20 4 


ORDER FORM FOR BISHOP DISPLAYS 


BISHOP PUBLISHING COMPANY 
427 W. Randolph St., Chicago 6, Ill. 
Ship F.O.B. Chicago, via Express Prepaid, the following : 3 es 
....(VE 45-7) “AMPLE ELECTRIC POWER” display (1) card 60” x 40” screen processed in eight (8) 
colors on heavy seasoned cardboard. Price $6.45 each, F.O.B. Chicago. | . "a 
-(WS-45) 4-pc. white woodstrip stand, with top and bottom supporting pieces for standing 60” x 40 
Display—$1.35 each, F.O.B. Chicago. ‘ ‘ . 
..(WEW45-7) “A LITTLE MORE PATIENCE” and “IT TAKES THE CAKE?” display set including 
two (2) displays, each 30” x 40” printed in photo-gelatin process in four (4) colors, sepia, black, magenta 
and yellow. Mounted on heavy seasoned cardboard—Price $9.30 per 2-pc. set, F.O.B. Chicago. 
....(S-45) 3-pe. white woodstrip stands for standing 30” x 40” Displays—$1.20 each, F.O.B. Chicago. 


Company Address 


O Sending Purchase Order. 





Public Utilities Fortnightly 





REGULATION 


by 
A. C. Webber 


(Former Chairman, Massachusetts Department 
of Public Utilities) 


Carefully Selected Cases Covering 
Many Problems Confronting Utility 
Managements Today As - Solved 
by One of the Oldest State Public 


Utility Commissions—Massachusetts 


831 Pages 


$6.50 


Included are discussions of vital questions, such as: 





- - « Taxes in Relation to Rates 


- - - Higher Operating Costs in Relation to 
the Consumer and Utility Stockholder 


The Reproduction Cost Rule 
Inflation and Utility Rates 


Rates of Public Service Corporations 
and Other Price Levels 


Constitutional Safeguards Insuring Rea- 
sonable and Just Compensation for Public 
Utility Property Devoted to Public Service 


Concise Supplementary Text Referring to Important 
Principles of Public Utility Regulation with Annotations 





ORDER NOW WHILE THE LIMITED SUPPLY LASTS 


PUBLIC UTILITIES REPORTS, INC. 
Munsey Building Washington 4, D. C. 





Serving 240,786 customers in homes, farms, business 
and industry in Western and Central Washington—the 
State that has Everything. Puget Power provides elec- 
tric power to 531 industrial customers who produce 
the mighty B-29, ships, tanks, ammunition, lumber, 
pulp, paper, plywood and many other products vital 
to Victory. 


PUGET SOUND POWER & LIGHT COMPANY 


FRANK McLAUGHLIN, President 
SEATTLE, WASHINGTON 
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XIDES have the high voltage and capacity needed ¢ 

all the storage battery requirements of public utility 
stations. In many hundreds of stations they perform a 
tude of duties—closing and tripping switch-gear, operati 
control bus, supplying current for motor generators, moto 
verters, rotary converters or rectifiers, indicating lamps, ete: 
in numerous installations they stand ready to take over, 
matically, the supply of emergency lighting. 


Exide makes several types of storage batteries for ¢ 
bus operation. These batteries have earned the confide 
engineers everywhere, and their widespread use in public 
ties is proof of their dependability, long-life and ease of 
tenance. When you buy an Exide, you Buy to Last. 


THE ELECTRIC STORAGE BATTERY CO., Philadelp 
Exide Batteries of Canada, Limited, Toronto 
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Idaho Power Company Ownersh 
By U. S. Geographical Areas 


1 PACIFIC COAST 


Preferred Shares 
Common Shares 


Total Stockholders . 


INTERMOUNTAIN 
Preferred Shares 
Common Shares 
Total Stockholders 


NORTH CENTRAL 

Preferred Shares 
Common ares 
Total Stockholders 


Common 


Sh 
Total Stock! 


| ee 
holders 





SOUTH CENTRAL 
Preferred Shares 
Common Shares 
Total Stockholders 


SOUTH EASTERN 
Preferred Shares 
Common ares... 
Total Stockholders 


MIDDLE ATLANTIC 


Preferred Shares 
Common Shares . 
Total Stockhoiders 


Idaho Power Company ceased to be a subsidiary of a holding company and be- 
came an independently owned public utility in 1943. With the exception of 12 
stockholders who live out of the United States, owning a total of 322 shares, 
ownership of the Company rests with 2,385 preferred stockholders and 4,308 
common stockholders as of January 15, 1945, and January 25, 1945, respec- 
tively. Residing in 47 of the 48 states and in the District of Columbia, the 
stockholders of the Company are widely located, as shown on the-above map. 
They comprise individual investors, estates, trusts and endowed educational 


institutions. 


IDAHO POWER. *. 


A_ CITIZEN WHEREVER IT SERVES 
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IS BUILT INTO 


MICA 
CAPACITORS 


% The many processes that are required in pro- 
ducing SANGAMO MICA CAPACITORS in- 
volve numerous critical operations. Some of these 
are MICA SPLITTING, MICA GAUGING, 
MICA PUNCHING, MICA INSPECTION, and 
CAPACITOR STACKING. 


*% To achieve EXCELLENCE, a well planned, 
effective quality control is maintained every step 
of the way. Skilled operators have the most mod- 
ern mechanical equipment with which to work. 
This, together with competent supervision, has 
enabled SANGAMO to play an important part 
in meeting the heavy and exacting requirements 
of wartime America. 


* The complete line of SAN- 
GAMO MICA CAPACITORS 
merits every confidence of the 


4 


most exacting user of — 


SANGAMO ELECTRIC COMPANY iii"vors 
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EGRY BUSINESS SYSTEMS 


Egry Business Systems are contribut- 
ing much to the efficiency of the 
Utility Industry by speeding up the 
making of handwritten and typed 
records. And in addition to speed, 
Egry Business Systems assure more 
accuracy through the elimination of 
mistakes caused by carelessness, 
thoughtlessness and temptation. 
These systems have made it possible 
for users to increase by 50% and 
more the number of records written 
in a day, with less office equipment 
and fewer employees. A practical, 
free demonstration right in your own 
office will prove at the time-, 
—, and labor-saving possibili- 
ties ot Egry Business Systems are well 
worth your serious consideration. 
Literature is also available and willbe 
sent on request. Address Dept. F-75. 


EGRY SPEED-FEED may 
be attached to any 
standard typewriter 
in one minute, and 
with Egry Contin- 
uous Forms, practi- 
cally doubles the out- 
put of the operator 
since all her time 
becomes pro- 
ductive. 


EGRY TRU-PAK 
speeds the writing 
of all handwritea 
records. Eliminates 
mistakes and a 
sures positive con 
trol over all 
corded trans- 
actions. The TRU-PAK is available in several popula 
sizes and employs the exclusive principle, “it’s done ia 
the folds,” by which all forms in the set are held ia 
perfect alignment and registration. 





EGRY ALLSET FORMS 
are individually 
bound sets, inter- 
leaved with onetime 
carbons for immedi- 
ate use for either 
typed or handwritten 
records. 





EGRY CONTINUOUS 
FORMS 


s in 

se . 7 

eliminate interleaving 

and removing loose 
forms and carbons. 
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To bringing real ELECTRIC LIVING to home 
and farm — 


To bringing the “sun” indoors to home, office, 
store and factory, via the great new develop- 
ments in ELECTRIC LIGHTING — 


To increased industrial application of always- 
ready, always-ample CENTRAL STATION 
POWER. 


CAN IT BE DONE? Well, let’s look at the war 
record. The tremendous over-night de- 
mands for war power have been met. Electric 
rates did notskyrocket with the cost of living. 
There bas been no rationing of electric service. 


IT CAN BE DONE! Yes. Barring destructive 
legislation and taxation, the business man- 
aged electric companies that supplied 80% ~ 
of America’s war power, will provide the 
power to build America’s great post-war 
future. 
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SPECIFY INTERNATIONAL WHEN 
othe green light says “GO” 


HERE’s an example of International all- 
truck construction on a stop-and-go traffic 
light maintenance job for the City of Chi- 
cago—an International K-5, powered by 
the famous International Green Diamond 
Engine, and equipped with a special can- 
opy-top stake body. 


The K-5 is but one of many Interna- 
tional units. All can’t be manufactured for 
civilian purchase now, but the post-war 
line will offer a sturdy International for 
every utility job—trucks designed and built 
without compromise with passenger car 
construction, to give long, dependable, eco- 
nomical truck service. 


See the International Truck Dealer or 


Branch about your truck needs. Recommen- 
dations are based on ample truck capacity 
and power for the work to be done—recom- 
mendations that mean economy, perform- 
ance, and long, satisfactory service. 


INTERNATIONAL HARVESTER COMPANY 
a 180 North Michigan Avenue 


Chicago 1, Illinois 
Lt. 





NEW TRUCKS: The government has authorized the 
manufacture of a limited quantity of light, medium 
and heavy-duty International Trucks for civilian haul- 
ins. But many — will have to wait for trucks. 
aintenance of existing vehicles is just as important 
today as before V-E Day. Therefore, be sure your 
trucks get top maintenance and service at Interna- 
tional oe — — Branches. And if you qual- 
ify for a new truc our International Dealer or 
Branch for Bn - help in making your application. 








INTERNATIONAL 7% 





This page is reserved under the MSA PLAN (Manufacturers Service Agreemem) 





5, 194: 


Public Utilities Fortnightly 








744 Out of 745 Georgians Say 


“Electric Service Is Good” 


During the first quarter of 1945, engineers of the 
Georgia Public Service Commission conducted 745 in- 
terviews with citizens in approximately 200 Georgia 
towns. The people interviewed were asked to say 
whether their electric service was Good, Fair or Poor. 


The inquiries were made in the medium-sized and 
smaller towns because the Commission pretty well takes 
it for granted that good service in the larger cities is a 
matter of course. 


Not more than five people were interviewed in any 
one town and they were leading citizens, such as mayors, 
presidents of civic clubs and others who could speak 
for their communities. 


Of the 745 people questioned, 744 said their electric 
service was Good. One man said the service was Fair. 
This lone dissenter had no particular fault to find. He 
was the only one of five people questioned in his town 
who did not say the service was Good. 


All of the other 744 said their service was Good. 


The Georgia Power Company provides electric serv- 
ice to 565 cities, towns and villages throughout three- 
fourths of Georgia. The great majority are small com- 
munities of less than 1,000 population. 


All of them get their service at the same low rates— 
and all of them get equally good service. 


Georgia Power Company 
A Citizen Wherever We Serve. 
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IGHT INDUSTRY 
OOKS TO --- 


ONG ISLAND 


Manufacturers engaged in light industry requiring skilled labor 
will do well to look to Long Island as an ideal place to locate 
their production facilities. 


Just as this large population of substantial, home-owning citizens 
met the call for workers to turn out Long Island’s many war 
products—planes, motors, precision instruments and many 
other items—they will be ready in like manner, when the time 
comes, to turn out the products of peace. 


Right now is not too soon to get the facts on what Long Island 
has to offer the progressive manufacturer. 


Our business development department will be glad to answer 
inquiries and supply information without any obligation on 
your part,—and you may find that Long Island offers just what 
you need. 


Lone ISLAND LIGHTING COMPANY 
MINEOLA, N. Y. 
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KINNEAR push-button operation assures added 
savings in manpower, in heating and air conditioning 
costs, and in time. KINNEAR Motor Operated 
Rolling Doors can be instantly and completely con- 
trolled from various convenient points. Write! 
The KINNEAR Mfg. Co., Factories: 2060-80 Fields 
Ave., Columbus 16, Ohio; 1742 Yosemite Ave., San 


Francisco 24, Calif. 
Offices and Agents in Principal Cities 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 


July 5, 1945 








POWER | ne War AND eas thoes 


the power of American indus- 

try has a new focus—target 
Tokyo. Electricity’s contribution to 
the war effort continues to be tre- 
mendously important to the millions 
of men who now carry the war to the 
last of the Axis’ partners. 
With sober realization of the big job 
still to be done, we pledge our un- 
flagging effort to produce the equip- 
ment for war so that the final victory 
may be achieved and those millions of 
men may return to make a new world. 


Wire the surrender of Germany, 


The companies comprising the Ameri- 
can Gas and Electric Company sys- 
tem have met every wartime demand 
made upon them. They were prepared 


. for war production and they are pre- 


pared for peace — prepared with 
plentiful low-priced electric power to 
serve new industries and create new 
opportunities. Electric power means 
production in peace as in war and 
production means jobs for the men 
who return after unconditional sur- 
render has been imposed on Japan. 


AMERICAN GAS AND ELECTRIC SERVICE CORPORATION 


Principal Affiliates 


Atlantic City Electric Company 
Appalachian Electric Power Company 
Indiana & Michigan Electric Company 

Kentucky and West Virginia Power Company, Inc. 

Kingsport Utilities, Incorporated 

The Ohio Power Company 
The Scranton Electric Company 
Wheeling Electric Company 
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HE overflow pipe, often silent 

and unsuspected, has been found 
by experience to be one of the 
largest wasters of water. Running 
steadily, at low rates of flow, its 
leakage will not be registered on 
meters which are not maintained 
in good condition. If the meter will 
not operate on 4 of a gallon a 
minute, not an unusual leakage 
rate, over 10,000 gallons per 
month will go unaccounted and un- 
charged for. 


(); unaccounted-for-water, pos- 


sibly more can be attributed to under- 
registration of meters than to any 
other single cause. 


This may be easily understood from 
the results of a survey in a city where 
meters were not removed from service 
until they became inoperative. From 
a typical residential street, 40 meters 
were removed . . . 36 of which would 
not even move on a flow of % gallon 
per minute. 


When you remember that 13% of 
all water passing through %” meters 
is used at about 4 gallon per minute, 
you can readily see the importance of 
having your repaired meters register 
at least 90% at that rate of flow. 


Your Trident representative will be 
glad to give you the benefit of his ex- 
perience in connection with modern 
meter shop operation. 








NEPTUNE METER COMPANY ¢ 50 West 50th Street New York 20, N.Y. 
Branch Offices in CHICAGO, SAN FRANCISCO. LOS ANGELES, PORTLAND. ORE.. 
DENVER. DALLAS, KANSAS CITY, LOUISVILLE. ATLANTA. BOSTON. 

Neptune Meters, Ltd.. Long Branch, Ont., Canada 
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STILL 
DOING TWO 
BIG JOBS 


. - « Supplying war industries with all the electric 
power they want 


. . . without curtailing residential delivery. 


Only in a nation such as ours where profit and competition have 
sharpened business “savvy” and know-how would this be pos- 
sible. 

In other nations where business is owned or controlled by govern- 


ment, there is no incentive to progress ... to bring customers more 
and better service at an ever lower cost. 





Profit and competition in a free enterprise system have made 
America the best place in the world to live and work. They will 
make it even better. 


THE MONTANA POWER COMPANY 


TAX-PAYING — BUSINESS-MANAGED — INVESTOR-OWNED 
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THE 
TOTAL CAPACITY 
OF OUR PLANT 
SINCE "PEARL HARBOR" 
HAS BEEN DEVOTED TO 
BUILDING 
U. S. NAVAL VESSELS 


NEWPORT NEWS SHIPBUILDING 
AND DRY DOCK COMPANY 


NEWPORT NEWS, VIRGINIA 


HYDRAULIC TURBINES 
and 
ACCESSORY EQUIPMENT 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








Public Utilities Fortnightly July 5, 19 


TO 
FIELD P 
REQUIREMENTS 


GEARED 3 


MAIN LINE and 
FIELD LINE } DITCHING 


PIPE for and TAKE-UP 


WO THE CLEVELAND TRENCHER COMPANY ¢€ 
‘TLEVELANDS” Save More...Because ona a moe 4 
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It Can Be Done 


Government, business, labor and agriculture 
pooled their resources and ability to help win one 
war. They are continuing in a spirit of coopera- 
tion and coordination to help win another. 


Most of the credit for winning these wars 
should go to the men in military service, but pub- 
lic officials, business, industry and labor should 
receive praise for the unselfish parts they have 
okenail 


We believe that this wartime example of co- 
operation and coordination will result in a spirit 
of understanding so that all will join in the com- 
mon aim of preserving the opportunity which has 
made America great---the opportunity for a man 
or an organization with a constructive idea and 
initiative to take a chance and make a success of 
it if he can. 


President 
ALABAMA POWER COMPANY 
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MERCURY SWITCHES BY MERCOID 
HAVE THE ENDURANCE OF PROVIDING 


MILLIONS 


OF “MAKES” AND “BREAKS” IN THE ELECTRICAL CIRCUIT 


THEY ASSURE FULL 
PROTECTION AGAINST = 3 IN ALL TYPES OF 
SWITCH TROUBLES MERCOID CONTROLS 


DA (Double Adjustment) 
Pressure Control 


BETTER AND MORE DEPENDABLE CONTROL PERFORMANCE 
INCLUDING MUCH LONGER AUTOMATIC CONTROL LIFE, 
FOR HEATING AND AIR CONDITIONING EQUIPMENT— ALSO 
FOR NUMEROUS IMPORTANT INDUSTRIAL APPLICATIONS 
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THE MERCOID CORPORATION, 4201 BELMONT AVENUE, CHICAGO 41, ILL. 
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UP 
UP 
sen eussviiiniigiellh 


ccoeececece se s WHILE THE GAS RATES 
IN MINNEAPOLIS HAVE BEEN GOING 


DOWN 


DOWN 
DOWN 


ELEVEN rate reductions in less than eight years! Total sav- 
ings for consumers of $1,882,000 per year (1945 rates vs. 
1937 rates). Savings affecting all Minneapolis Gas consum- 
ers—domestic, home heating, commercial, industrial—using 
the General Service Rate. 


That’s the record achieved in Minneapolis. 


Compare These Rates 1937 1945 Savings 
First 400 C.F. $1.00 $1.00... 
Per M.C.F. —— 


Next 1,100 C.F. 1.05 66 .39 
Next 2,000 C.F. 1.03 56 47 
Next 31,000 C.F. .99 ol 48 
Next 165,500 C.F. .98 46 52 


Rates for other industrial consumption have 
been reduced over the same period of time 30 
to 50%. 


MINNEAPOLIS GAS LIGHT COMPANY 


COOKS FASTER ...COSTS LESS...NATURALLY CLEAN 
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this design are perform- 
rlington and Marion Generating 


of Public Service Electric and Gas Company. 


In New Jersey's critical war-plant areas, with 
their pr Porrce ts increased load demands, power 
has never been “too little or too late." To the 
Electric Department of Public Service Electric 
and Gas Company belongs much credit for this 
distinguished war-time record. Its keen foresight 
and sound engineering in providing power-plant 
facilities capable of supplying war-urgent de- 
mands far beyond expectations are well illus- 
trated by the performance of the Burlington and 
Marion Generating Stations. 


In these two stations six Babcock & Wilcox 
Radiant boilers serve three 125,000-kw turbines, 
the first two — having Sanon in service over 
4!/p years. rating at their maximum guor- 
oneed calean + most of the time, the 
load factor for the six boilers has averaged 81.6 
per cent, and the availability factor 91.4 per 


\ 


Us 


a 
\ a = ‘, 
A 


cent, for a total of twenty boiler years. 


These boilers have never suffered a decrease 
in capacity caused by slag troubles, even though 
they have burned low ash-fusion coals from three 
states and many different mines—coals entirely 
different from the normal supply. 


Public Service engineers knew—as do so many 
other power engineers—that with the selection 
of B&W steam-generating equipment, all the 
advantages are realized from over 60 years’ 
specialized experience in designing, fabricating, 
and applying boilers and related equipment 
having a long record of highly satisfactory 
service. 


Thinking and planning for tomorrow foday is a 
job that B&W engineers are ready to 
in partnership with your engineers—at any time. 
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A SERVICE..AT PUBLIC SERVICE 





ion Generating Station where four B&W 
Boilers are supplying over 2,000,000 


is of steam per hour. 
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Now Off the Press 


UTILITY AND 
TRANSPORTATION 
REGULATION 
IN WARTIME 


A Volume Containing the Entire Proceedings of the 1944 War 
Conference of the 


NATIONAL ASSOCIATION OF 
RAILROAD AND UTILITIES COMMISSIONERS 





Including round-table discussions and reports on the following timely | 


and important subjects: 

Depreciation Problems (1944 report of Committee on Depreciation) 
Air Commerce Legislation—Excess Profits Taxes—Telephone Regu- 
latory Problems—Electric and gas problems in the transition from 
war to peace economy—Disposition of Excess Earnings— 
Deferred Maintenance—State regulation of Interstate 
Commerce Not Subjected to Federal Regulation— 

Separation of Judicial and Administrative 
Functions of Regulatory Commissions— 

Accounting and Valuation—These 


and Others $6.00 


COMMITTEE REPORTS SEPARATELY PRINTED AND OTHER 1944 PUBLICATIONS | 


OF THE NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES COMMISSIONERS | 
1944 Depreciation report (Supplement to 1943 report) 1.50 | 
1943 Depreciation report (277 pages) 
Excess Profits Tax report 
Telephone Committee report 
Legislation (containing 12 resolutions adopted by the Conference) 
Electric and Gas Company regulatory problems, Address of R. W. Peterson 
of Wisconsin 
Accounts and Statistics : 
Disposition of Excess Earnings, address of Gilbert Shilson of Michigan ..........- : 
Deferred Maintenance, address of Harry M. Miller uf Ohio 
State regulation of interstate commerce, address of Jchn E. Benton 
Interpretations of Uniform Systems of Accounts for Electric Utilities 
Interpretations of Uniform System of Accounts for Gas Utilities 
Interpretations of Uniform System of Accounts for Water Utilities 
(Where remittance accompanies order we pay forwarding charges) 





NATIONAL ASSOCIATION OF RAILROAD 


AND UTILITIES COMMISSIONERS 
7413 NEW POST OFFICE BUILDING WASHINGTON, D. C. 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design and construction. 
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Tue American Appraisat Company 
ORIGINAL COST STUDIES « VALUATIONS « REPORTS 


, | for 

ACCOUNTING AND REGULATORY REQUIREMENTS 

NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








ely | DAY & ZIMMERMANN, INC. 
| ENGINEERS 
= | NEW YORK PHILADELPHIA CHICAGO 


e | PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 


























ONS 

ERS | 

1.50 | 

4.00 D ° 

a | DESIGN Fi ord, Bacon & AVIS, SNC, BATE casEs 

10 | CONSTRUCTION Engineers APPRAISALS 

50 | VALUATIONS AND REPORTS 

_ | NEW YORK PHILADELPHIA WASHINGTON CHICAGO 

50 

% 

1. 

130 GILBERT ASSOCIATES, Inc. 

1. 
Steam, Elearie Gas, Hydro, POWER ENGINEERING SINCE 1906 po iscing and Expediting, 
Omens and Coomraction ‘Serving Utilities and Industrials ON Relations, 
leaped and Surveys, Reading, Pa. Original Cost Accounting, 

. & Feed Water Treatment. Washington New York Accident Prevention, 





(Professional Directory Concluded on Next Page) 
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FREDERIC R. HARRIS, INC. 


Engineers Constructors Management 
Reports Appraisals Valuations 
NEW YORK 
Knoxville San Francisco Houston 

















WILLIAM 8S. LEFFLER Economists 
SPECIALIZING IN 
COST ANALYSIS—Unit Cost Determinations 
RATE RESEARCH — OPERATING REPORTS 


on 
ELECTRIC — WATER — GAS 
Utility Operations 
Noreton, Connecticut 


LOEB AND EAMES 


Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 


J. H. MANNING & COMPANY 


120 Broadway, New York 
ENGINEERS 


Business Studies Purchase—Sales 
New Projects Management 


Consulting Engineering ° 
Public Utility Affairs including Integration 


Engineers 














Valuations 
Reorganizations 
Mergers 








PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS 
DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 
231 S. LA SALLE ST., CHICAGO (4), ILL. 


SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
New York San Francisco 








Chicago 








Sargent & Lundy 
ENGINEERS 
Steam and Electrie Plants 
Utilities—Industrials 
Studies—Re ports—Design—Supervisioe 
Chicago 
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STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * CONSULTING ENGINEERING * APPRAISALS 


BOSTON © NEWYORK «+ CHICAGO 
SAN FRANCISCO 





e HOUSTON « PITTSBURGH 
LOS ANGELES 








The J.G. WHITE ENGINEERING CORPORATION 


Design—Construction—Re ports—A ppraisals 
Consulting Engineering 


80 BROAD STREET 


NEW YORK 4. N. Y. 








ALBRIGHT & FRIEL, INC. 


Consulting Engineers 


Water, Sewage and Industrial Waste Problems 
Airfields, Refuse Incinerators & Power Plants 
Industrial Buildings 
City Planning Reports 
Laboratory 


1520 Locust Street 


Valuations 


Philadelphia 2 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
OESIGN AND SUPERVISION VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








BARKER & WHEELER, ENGINEERS 


DESIGNS AND CONSTRUCTION — OPERATING 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — 
MANAGEMENT — APPRAISALS — RATES 


11 PARK PLACE, NEW YORK CITY 
36 STATE STREET, ALBANY, N. Y. 





JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original. cost, security issues. 





BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations end re 
ports, design and supervision of con- 
struction of Public Utility Properties 


70% BROADWAY KANSAS CITY, MO. 








LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSaie St., Cxicaco 








EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, ON1O. 
PENNSYLVANIA, WEST VIRGINIA. KENTUCKY 


Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 


A. S. SCHULMAN ELEctTric Co. 
Contractors 


TRANSMISSION LINES—UNDERGROUND DistRI- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


537 SoutH DEarBoRN St. CHIcAGo 














W. C. GILMAN & COMPANY 


ENGINEERS 
and 
FINANCIAL CONSULTANTS 


55 Liberty Street New York 








Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 
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pecifying X-Ray or Gamma Ray inspec- 
ou can be absolutely positive that fabri- 
piping has no hidden welding flaws. 
nell’s scientific inspection methods and 
ent make doubly sure that welded 
will safely withstand the high temper- 
and pressures called for in today’s 
and process piping systems. 
p00 volt X-ray “eyes”, so sensitive they 
pcord the scratch of a needle on metal, 
each weld through and through for 
pst minute flaws. Portable Gamma Ray 
ment is used for inspection in the field. 
nN you give a prefabricated piping job 
nnell, you can be sure of expert inter- 


pretive engineering, unexcelled laboratory 
research, modern fabricating facilities and 
positive inspection. 


GRINNELL COMPANY, INC. 
Executive Offices, Providence 1, R. I. 
Branch warehouses in principal cities 
Pipe Fabrication Plants: 

Providence, R. I. * Atlanta,Ga. * Warren, Ohio 


GR LL 


WHENEVER | INVOLVED 





his paye is reserved under the MSA PLAN (Manufacturers Service Agreement) 





The Nation’s Capital, 


in War, as in Peace, ‘has had an 


ample, dependable supply of Electricity 
at low cost. 


poTomacSAche POWER 
WWiithb ee i. 





